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aIBSTRACT 

This document provides testimony froa two 
Congressional hearings, one on the subject of long-tera care services 
for the elderly and the other on Alzheiaer's disease and related 
disorders. In the hearing on long-tera care, opening reaarks are 
given by Congressmen waxman and Hyden. Expert testimony froa the 
following witnesses is provided: (1) MarierLouise Aasak, executive 
director of On-Lok Senior Health Services; (2) Karen Davis, professor 
and chairman. Department of Health Policy and Managaeent, Johns 
Hopkins University; (3) Judith Feder, co-director. Center for Health 
Policy Studies, Georgetown University; (4) Lloyd W. Lewis, executive 
director, Kendal-Crosslands; (5) Teri L. Louden, president, Louden 6 
Co., and (6) John W. Rowe, director. Division of Aging, Harvard 
Medical School. In the hearing on Alzheimer's disease, opening 
remarks or statements are given by Congressaen Naxaan, ftoybal, 
Pepper, and Bilirakis. The testimony of 18 witnesses, coaqprising more 
than 100 pages is given. These witnesses include academic and service 
program experts, relatives of Alzheimer's victims, and other 
concerned persons. (ABL) 
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LONG-TERM CARE SERVICES FOR THE 
ELDERLY 



FRIDAY, OCTOBER 18, 1985 

House of Representatives, 
c ommii tee on energy and commerce, 
Subcommittee on Health and the Environment, 

Washington, DC, 

The subcommittee met, pursuant to call at 9:50 a.m., in room 
2322, Raybum House Office Building, Hon. Henry A. Waxman 
(chairman) presiding. 

Mr. Waxman. The meeting of the subcommittee will come to 
order. Today's hearings are on long-term care services for the el- 
derly. They mark the beginning of the subcommittee's review of ex- 
isting long-term programs, and its search for new approaches. 

For years now, we in Congress have heard the pleas of the Na- 
tion's elderly and their families. 

Medicare reimburses for only very limited nursing home care 
and community-based services. Compensation for services relating 
to conditions such as Alzheimer's disease is nonexistent. 

Medicaid requires impoverishment before any long-term care 
services will be paid for. Even then, most coverage is for institu- 
tional services. 

Private initiatives such as life care communities are available 
only to those with the greatest wealth and not necessarily to those 
with the greatest need. 

The long-term care problems older Americans and their families 
face are difficult and confusing. As a result, their message to us is 
alw^ simple and clear: the system is not working. It's not work- 
ing for those who need services. It's not working for their families 
who try to provide services. And it's not working for Federal and 
State Governments that pay for services. 

These people are right. And Washington policymakers know they 
are right. Today's so-called long-term care system is misguided, 
misused, misfunded, and misunderstood. 

So for years now, we in Congress have also heard the promises of 
this administration and some of our fellow Members. They ac- 
knowledge Americans need something better. They know Ameri- 
cans want something better. And they promise Americ€uis will 
have something better . . . sometime in the future. 

But the future is now. Current statistics and projections make 
that clear: 

Today, there are over 1 million elderly residing in nursing 
homes. This number may double by the year 2000. 

(1) 
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For every person 65 years of age and older living in an institu- 
tion, there are two others requiring similar levels of care living in 
the community. 

Nursing home services for tha elderly now account for one-third 
of all Medicaid spending. This share will undoubtedly grow as the 
number of needy aged swells. 

On average, an elderly nursing home resident jpavs $18,000 a 
year for privately financed long-term care services, "nus figure does 
not even include the cost of drugs or cost sharing for physician 
visits and other services. 

Yes; Uie future is now. And the time to develop a new compre- 
hensive long-term care program is also now. 

It won't be easy and it won't be free. But when I look in the faces 
of families struggling to care for an aging parent or trying to main- 
tain an Alzheimer's victim at home, I am finnly convinced that 
Americans are ready and willing to make Uie necessary commit- 
ment. 

So we b^in this process today by learning about long-term care 

i>roblems and programs that already exist. We will learn about 
ong-term care medicine and long-term care economics. We will 
learn about long-term care financing in both the public and private 
sector. And we will learn about promising models for dehvering 
and financing long-term care services in the future. 

There is much to learn and much to do. I look forward to work- 
ing with my colleagues on a lon^-term initiative, and I hope, to 
seeing our older Americans receivmg the kind of care they have so 
long deserved. 

Before I reo^nize other members for their opening statements, I 
want to note the long-term care background report that was pre- 
pared by the Congressional Research Service for this hearing. Tlie 
report contains an indepth analysis of various issues concerning 
long-term care. This information will undoubtedly be most helpfiS 
to members and their staffis as our discussions on a comprehensive 
long-term care program progress. Without objection, then, I would 
ask that a copy of the CrS report entitled, 'Tinancing and Deliv- 
ery of Long-Term Care Services for the Elderly", be included in 
today's hearing record. 



I am now gomg to call on our colleague. Congressman Ron 
Wyden, who has been a clear leader in this area, who has ^own a 
great deal of interest, and who in fact, began his career even before 
coming to Congress in the area of health and elderly. Clearly our 
concerns for the elderly have to be in terms of tiieir long-term care 
needs as well as with Medicare. 

I have been looking forward to this hearing for a long time. We 
had trouble scheduling it because it has been difficult to mateh the 
schedules of the members of the conmiittee, and the witnesses that 
are here today. I am going co have to apologize, because unfortu- 
nately we have before us something that shouldn't be before us, 
and that is the Granmi-Rudman proposal. 

It is, as tiKis group certainly knows, as severe a threat to the el- 
derly in this Nation and others who rely on Government services 
as any that we have had in the last 6 years. The Congress is in a 
conference conmiittee of the House and the Senate, and the confer- 
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ence committee now is to look at this Gramm-Rudman proposal. If 
I had my say, I wouldn't have scheduled it at the same time as this 
hearing. It is scheduled to begin at 10 o'clock. So I am going to call 
on Congressman Wyden to not only make any comments he wishes 
to make, but to take over the chair. 

I am going to look forward to reviewing the record, Mr. Wyden, 
and to working with you and the other witnesses and others that 
will be interested in this whole area, as we pursue legislation along 
these lines. I think we have neglected the subject for too long. 

I think we have acted as If the long-term C€ire needs of this 
Nation could be handled without commitment of additional funds 
and without revising the programs that are now in existence. And I 
think we have to make it very clear, those of us who are involved 
in policymaking, that we just can't think that this problem of the 
aging will go away without an active Federal Government inter- 
vention. 

Thank you very much, Mr. Wyden. 

Mr. Wyden. Mr. Chairman, I have my own statement. But before 
you leave, I want to tell you how much I appreciate your advocacy 
for low-income seniors. In your absence we will try to build an ex- 
cellent record. When you are able to lead us again, after the fight 
to protect low-income seniors is won, you will have the kind of 
record your subcommittee can use to develop a good long-term care 
initiative for older people. 

We appreciate all your advocacy for seniors and your assistance. 

Mr. Waxman. Thank you very much. 

Mr. Wyden. In Chairman Waxman's absence, we will have to 
make do. 

I just have a very short opening statement of my own. I wanted 
to say that I recently saw the movie, ^'Cocoon." Art and Ben, two 
very spirited senior citizens, seemed to really have it all figured 
OAU Wtdle earthlings have to wring their hands over wallet-busting 
hecMh care bills. Art and Ben let themselves be whisked away 
from their retirement home on a spaceship with some aliens for a 
promise of perpetual life, and no bill collectors. 

I am sure a number of people saw the movie. I thought it was 
just terrific science fiction. Unfortunately most of our senior citi- 
zens in this country can expect no such relief from their nursing 
home bills. Here on Earth millions of senior citizens and their fam- 
ilies face a shocking and a shabby deal. It is the pain that many 
are going to reap as they enter their seventies and eighties. They 
will come to need long-term health care, only to learn, and too late, 
that no such affordable care exists in this country. What we know 
is that most older people don't see the cyclone coming. 

We know that almost 80 percent of older people now believe that 
Medicare is going to pay their nursing home costs. The fact of the 
matter is that is not correct. That Medicare is going to pay these 
nursing home bills for older people is really a very very tragic mis- 
conception. As we are going to learn today, it doesn't. 

It pays very few of fiiem. Too late three out of four older people 
discover that to qucdify for Medicare they must first be hospitalized 
for a mai|or illness or u^ury before getting transferred to a nursing 
care facility for which Medicare will pay. Too late do their children 
discover that Medicare isn't going to pay for most nursing home 



bills. And too la ^, as Chairman Waxman has mentioned, do gov- 
ernments and taxpayers understand the steep dollar and societal 
costs. 

We have got more than 1 million older people living in nursing 
homes today, at a cost of $15,000 to ^0,000 annually. Medicare is 
paying for about 1 percent of our nursing home population. Private 
msurance chips in another 1 percent, ^d Meoicaid pays a large 
portion of the bill. 

That has been 46 percent. And families must come up with the 
rest of the $15,000 to $30,000 annually. These figures are grim, icy 
numerals that go beyond ravaging the lifetime savings of middle- 
and working-class people. It is impoverishing them. 

We have heard about what it takes to be a ''successful Medicaid 
recipient." Even they pay a staggering price. One-half of all Medic- 
aid nursing home patients initially were not poor. They weren't 
poor at the banning. They were teachers and farmers and profes- 
sional people. Medicaid demanded that they become poor. E^entu- 
alhr when they spent down all their assets, they could meet Medic- 
aid's draconian destitution requirements. Very few of our older 
people and their families are pleased with the tradeoff of becoming 
mipoverished just to have some measure of health care. 

I think very few Americans expect that the U.S. Treasuiy can 
pay all the future costs of long-term care. With the $2 trillion Fed- 
eral debt that is now a reality, that isn't cards. It seems to me that 
what we are about at this hearing, is to try to develop a national 
strate^ y to meet the long-term care needs of our preud and often 
very able older people. What we need is a national strategy that 
mcludes ways to come up with adequate long-term health care 
without impoveiishing the families of tms country. 

The last point that I would mention is that I don't think one so- 
lution is gomg to do. I think we are going to need a variety of solu- 
tions. I think we are going to need innovative experiments, folks. 
We have got a very good one in my commimity m Portland. The 
Kaiser Social Health Maintenance Organization, helped by the 
leadership of Mitch Greenlick. is exactlv the kind of innovative ex- 
periment that we are going need. Auk), I think we are going to 
need better programs to get out consumer information, souiat 
older people can really find out what their rights are and so that 
we don't have 80 percent of them thinking that Medicare is going 
to pay nursing home bills, when it covers virtually none. 

I think we are also going to have to have better targeting of Gov- 
ernment resources, so that, when we have such limited resources, 
we can concentrate on the most efficient approaches to get help to 
low-income older people. And I think we are also going to need pri- 
vate sector energy and innovation. 

Tills last point, I think, is really the unheralded key, really the 
missing piece of the puzzle. I have produced legislation that I think 
would dramatically speed up the time when comprehensive private 
insurance for long-term care was available for older people and 
their families in this country. 

Chairman Waxman has included my bill in the reconciliation 
packa^ that coes to the House floor. The point of the bill is to give 
guidelmes to Doth the industry and consumers about what long- 
term care insurance ought to look like, and how to speed up its de- 



livery to American families. It uses the National Association of In- 
surance Commissioners and their expertise as the focal point. I 
think we can get that bill passed in this Congress and speed up the 
availability of private long-term care insurance for those older 
people and their families who can afford it. 

Not all can afford it today. No one has contended that private 
long-term care insurance is more than but a piece of the puzzle. 
But it is an important piece. As we start to eliminate age discrimi- 
nation in this country and more older people have a chance to 
work and get better pensions, I think more of them are going to be 
able to take advantage of private long-term care insurance. 

We are going to look at all these strategies toiday. We welcome 
our witnesses. I think the point of the hearing is clear, to build a 
good hearing record for the committee, and Chairman Waxman, so 
that we can have a long-term care initiative in this Congress. I 
very much look forward to hearing our witnesses today. 

Our first panel today will provide us with information on the 
medical, demographic, and economic aspects of long-term care. We 
are happy to have Dr. John W. Rowe, a physician with the Division 
of Aging at Harvard Medical School, and Dr. Karen Davis, who 
chairs the Department of He!Uth Policy and Management at the 
Johns Hopkins School of Hygiene and Public Health. 

We are happy to have both our witnesses. Both have been in- 
vo' ved with the elderly for many many, years, and are nationally 
kr own for their work in long-term care policies. We thank both of 
yc a for your participation in the hearing. We have ali^dy re- 
c( ived copies. Dr. Davis and Dr. Rowe, of your prepared testimony, 
w hich we will include in our record in fuU. 

What we would like this morning is to have you summarize your 
remarks in no more than 5 minutes. We have got a very lengthy 
schedule today, and I know the subcommittee has a number of 
questions for both of you. Let us begin with you. Dr. Rowe. If you 
could just highlight your central concerns for us today, that would 
be very helpful. 

STATEMENTS OF JOHN W. ROWE, M.D., DIRECTOR, DIVISION ON 
AGING, HARVARD MEDICAL SCHOOL; AND KAREN DAVIS, PRO- 
FESSOR AND CHAIRMAN, DEPARTMENT OF HEALTH POLICY 
AND MANAGEMENT, SCHOOL OF HYGIENE AND PUBIC HEALTH, 
JOHNS HOPKINS UNIVERSITY 

Dr. RowB. Thank you, Mr. Wyden. I am Jack Rowe, director of 
the Division on Aging at Harvard Medical School. I am a physician 
interested in the care of the elderly. 

This morning, I would like to make one migor point: that dra- 
matic difference in the health status, health care needs, and the 
health care utilization between young and old individualB are not 
purely quantitative, but are also qualitative. 

There are important qualitative differences that need to be con- 
sidered as plans are made for the changes you mentioned, in the 
structure and financing of our health care system for the elderly. 

The challenge before us is coupling the recent increase in life- 
span with similar increases in health span. It was once assumed 
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that increase in longevity would ordinarily bring prolongation of 
vitality and compression of morbidity until the very end of life. 

This claim has recently been chaUenged, and it is now not clear 
at all that what we will not have is previously unimagined num- 
bers of elderly individuals living long periods of dependency in 
their late life. 

With advancing age, there is a well-known increase in the preva- 
lence of a wide variety of diseases. Some of these diseases occur in 
all adult age groups, but just more frequently in the elderly, such 
as high blood pressure, which is 50 percent more common in the 
elderw than in younger individuals. IKsorders of arteries, hearing 
disoroers, and heart disease are twice as common. Vision impair- 
ment is three times as common. 

Other diseases occur almost exclusively in the elderly, and of 
these the most important which you mentioned in vour introducto- 
ry comments is Aldieimer's disease which currently has 2 million 
victims. It is expected that by the end of this centuiy there may be 
4 million elderly victims of Alzheimer's disease. In addition, there 
are a number of disabling geriatric syndromes which occur solely 
in the elderly, and which are not listed as diagnoses. These include 
urinary incontinence, falling, fainting, weight loss, and nutritional 
impairment While the accumulation of diajgnoses witii advancing 
age is important, it is a principle of geriatrics that diagnosis is an 
inadequate criterion by which to judge the health care needs of the 
elderly, the emphasis should be on the functional impact of a given 
diagnosis. 

I could ^ve you an example of a 75-yearold man with diabetes, 
hypertension, and arthritis, who had suffered a heart attack who is 
enectively practicing law or medicine or perhaps servinp; on this 
committee m Congress. I could give you an example of a similar 75- 
year-old man with the same diagnoses who is markedly disabled in 
a nursing home. 

That magnoeis by itself is not adequate in the elderly is also un- 
derlined by the fact that between the ages of 55 and 65, the 
number of individuals, with high blood pressure that have disabil- 
ity from that disease triples, and similar trends are seen with other 
diseases. So it is not purely the diagnosis, but its functional impact. 

A substantial portion of older Americans living in the communi- 
ty report mcgor mnctional limitations due to chronic diseases, and 
require long-term assistance. Fourteen percent of individuals age 
75 require assistance in their activities of daily living, a figure that 
rises to 40 percent over age 80. 

The impact of these changes is increased even more by the dra- 
matic increase in the number of individuals over age 80. Even if 

?rou make it to old age fully independent, you are in trouble. A 
iilly independent 65-year-old has a life expectancy of 17 years, and 
will spend 6Vb of those years requiring assistance for miyor activi- 
ties or daily living. 

There are several important characteristics of the elderly which 
limit the capacity of our current health care system to deal with 
tiiem. First of all, th^ underreport illness. They fail to seek assist- 
ance. The symptoms that they come with are just the tip of the 
treatable iceberg, and when this underreporting of illnesses is cou- 
pled with the fact that their symptoms are often different than in 
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younger individuals, it becomes clear that diseases in the elderly 
are often more far advanced, more difficult to treat, and carry a 
worse prognosis. 

These characteristics of noureportLig and altered presentation 
are especially dangerous in the American Health Care System, 
which is passive, and which lacks prevention-oriented or early de- 
tection efforts. 

I think it is particularly important to recognize that the health 
care of the elderly is not limited to the provision of long-term care 
services. Currently 40 percent of health expenditures for the elder- 
ly are in the acute care sector. This has often been neglected. 
People equate geriatrics with long-term care. That is a mistake. 

Another mistake is to equate the focus of care with the type of 
care being provided. Many patients in acute care settings are really 
being given long-term care. Similarly, with prospective payment, 
we are increasingly seeing patients admitted to nursing homes who 
require acute care. They seem to go from the operating room to the 
recovery room to the nursing home. Hospitals are interested in 
dumpiDG: the patients as quickly as possible, and the long-term care 
facilit: are not designed, they are not staffed and Uiey are cer- 
tainly not reimbursed to provide acute care services. 

To conclude, I would like to mention just one important sub- 
group of the elderly, and that is the elderly veteran. By the end of 
tlus century, 60 percent of the elderly men in this country will be 
eligible for health care benefits under Medicare, and unless the eli- 
gibility rules are changed, also eligible for health care benefits 
from the Veterans Administration. Increasing costs in one sector 
will initially drive these patients with dual eligibility to the less re- 
strictive or less expensive option, and in view of the tendency for 
Federal agencies to resist coordination with other Federal agencies, 
in order to protect their own turf and budget, it is highly likely 
that we are gomg to have a migor problem unless Congress directs 
some coordination. 

I can clearly see that increases in copayments and deductibles in 
Medicare will drive men into the VA system. The VA system will 
be overwhelmed, and will therefore increase the eligibility require- 
ments which will drive men back to Medicare, and this fiasco, 
which I think is not improbable, can be prevented by congressional 
action. 

This concludes my remarks. I appreciate the opportunity to 
appear before you this morning. I would be pleased to answer any 
questions. 

[The prepared statement of Dr. Rowe follows:] 
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Taatiaony before the U.S. House of Representatives 
Cowiittee on Energy end Comeroe 
Subcoaaittee on Health and the finvironaent 



October 18, 1985 



Nr. Chairaant I aa John V. Bove» Director of the Oiviaion on Aging at 
Harvard Medical School. I aa a phyaician with particular interest in the 
health care of the elderly and the health policy iaplioationa of our rapidly 
groving geriatrics population. This aomlng I would like to make two major 
points. First, that the health eUtua, health care needs and health care 
utilisation of elderly individuals are very different from that of their 
/ounger counterparts* and, second that these differencee are not purely 
quantitative* but there are iaportant qualitative differences that need to 
be considsred ae plans are aade fOr changes in the structure and financing 
of our health care eyatss. Just aa children are not aerely young veraiona 
of adults the elderly are not simply old adults - they present spsoial 
ohallengea and require apecial approaches. 

The challenge before us is coupling ths recent increases in longevity 
vlth eimilar increaeee in veil being. lov that there have been remarkable 
increasee in life span* our task is to lengthen health epan. It vaa once 
aaaumed that increases in longsvity would naturally be associated with 
prolongation of vitality and compression of morbidity until the very end of 
the life epan. However » this claim haa recently been challenged by atudies 
suggesting that the increased life span of the oldeat old is not accompanied 
by decreased morbidity and may actually result in prolongation of the period 
of dependency and more draaatic increaaea in the need for health care. 

Vith advancing age there ia a well known increaae in the prevalence of a 
wide variety of diaeaaes. Some diseaaea occur in all adult age groups 
thou^ more frequently in the elderly. Comparing individuals age 45 to 64 
with thoae over age 64» hypertenaion becomee 50 percent more conaoni the 
prevalence of arthritiat hearing diaorderai heart diaeaae and urinary 
abnormalitiea doubles and the prevalence of viaion impairment almost 
triplea. Some diseaaea occur almoat excluaively in the elderly* of theae 
the moat prevalent and most important in terma of ita devaatating effects on 
function and the atrain on the financing of the health care ayetem is senile 
dementia with approximately two million victlma currently. In addition, 
there are a number of important **geriatric eyndromes** irtiioh occur almoat 
solely in the geriatric population and iriiich are often not liated 
apecifically as diagnosss. Theae include urinary incontinence, falling, 
fainting, weight loaa. nutritional iapainent. and ''failure to thrive". 

It is a principle of geriatric aedicine. that diagnosis is a very poor 
criterion to judge the health care needa of the elderly. When dealing with 
elderly individuals, ths saphaaie ahould be on the functional capability and 
not aolely on the diagnoaia. Although a coaplete and preciae diagnoais is 
sssential. the functional iapact of each diagnosis should bs evaluated. 
Specific diagnoses oftsn have little relation of functional atatus and the 
length of the diagnoais list provides little insight into the specific needs 
of an elderly patient. This is eaphaeiaed by the fact that I could present 
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that aldarly indlTlduala coaauaa a vary aubataatlal portion of tba aouta 
aara •Ttio99 vlth approiiaataly 40 paroant of haalth oara aipandlturaa in 
tha ovar 65 afa croup haiac davotad to aouta oara* Vhlla tha portion of 
ladlTlduaia la auraiag hoaaa riaaa vary diaaatloally vlth afa, fron tvo 
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tha aldarly* 

It la alao Iaportant not to aquata tha looua of oara vlth tha typa of 
oara halac proYldad. Nanjr Indlvlduala avaitiac nuralnc hoaa plaoaaant ara 
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froa aouta oara hoapltaXa to lonf-tara oara fhoilitlaa auoh aoonar than 
pravioual/y thuo raquirlaf aouta oara ••rtio^^ in tha lonc-tara oara 
aa ttlBf* thla la plaolac a apaoial burdaa on tba alraady ovar burdanad 
lonc-tara oara aaotor alaoa thaaa faolUtlaa ara of tan not daalgnad a:id tha 
ataff not proparly tralaad to provida tha aouta oara aarrioaa thalr patianta 
raqulra* 

An iaportant aubfroup of tha aldarly that ^•••rr%% apaoial nota la tha 
oldar vataraa* Tha nuabar of oldar vatarana la inoraaalac Yary* vary 
rapidly and vill briaf a aarkadly Inoraaaad daaand for haalth oara* tha 
yaar 2000» 60 paroant of tha aldarly aan in, thia oountry will ba allgibla 
for haalth banaflta froa tha vatarana adalaiatratlon if thara la no aajor 
ohanfa la alicibllity* It ia Iaportant to raoofnlaa that thara la a dual 
allfflbllity aaoac oldar vatarana. Vhlla all vatarana ovar aga 65 ara 
ourrantly aligibla for TA haalth oara 61 paroant of thaaa alao qualify for 
aadioara* Our atudiaa iadloata that ohan<aa in ona portion of tha haalth 
oara ayataa for tha oldar vataran vill hava a draaatlo affaot on othar 
portiona of tha ayataa* laoraaalaa ooata la ona aaotor vill naturally drlva 
patianta vlth dual all<ibility to laaa raatriotiva or laaa aipanalva 
option* In viav of tha naad to raduoa tha dafiolt and tha tandanoy for 
fadaral afanoiaa to raaiat ooordlnation vlth othar fadaral aganoiaa in ordor 
to protaot thalr ova turf, ooncraaaional aotlon la naadad to atlaulato tha 
VA aad othar fadaral agaaoiaa to ooordinat'a fundlna and ahara ollnical 
raaouroaa for tha banafit of oldar vatarana and all oldar patianta* 

Thia oonoludaa ay raaarka* X appraolata tha opportunity to appaar 
bafora thla Coaaittaa aad vould ba plaaaad to aaavar any quaatlona* Thank 
you vary auoh* 
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Mr. Wyden. Dr. Davis. 

STATEMENT OF KAREN DAVIS 

Ms. Davis. Thank you for the opportunity to testify before this 
committee on the economic implications of an aging population. 

Aging of the population in the United States is one of the mc^or 
public polipy issues facing this country. The proportion of Ameri- 
cans age 66 and over will increase from 11 percent or 26 million 
Americans in 1980 to over 20 percent of the population, or about 60 
million people by the year 2030. 

The prevalence of chronic health conditions, disability, and frail- 
ity in society will increase, along with the demand for health and 
long-term care services. Financing these services will cause mcgor 
strains on the elderly— especially vulnerable groups such as the 
poor and near-poor, those who are frail or chronically ill, and those 
who live alone without adequate support from families and commu- 
nities. 

In 1984, the United States spent $120 billion on personal health 
care services to the elderly. Medicare, Medicaid, and other public 
programs picked up $81 billion or about two-thirds of these expend- 
itures, while private payments including $30 billion of direct out-of- 
pocket pasonents and $9 billion of private insurance payments ac- 
counted for the remainder. 

On a per capita basis, the United States spent $4,200 on health 
services in 1984 per elderly person. Public programs around private 
insurance plans pick up a portion of these expenses, but this varies 
by t}rpe of service. In the case of hospital care, public programs and 
private insurance plans pick up nearly all of the total. 

In the case of physicians* services, public programs pick up about 
60 percent, and private health insurance, picks up 14 percent, leav- 
ing about a fourth of those expenses to be paid directly by the el- 
derly. But in the case of nursing home care, about half of these 
pajmaents are made privately by those elderly in nursing homes. 

These gaps in coverage under public programs and private insur- 
ance plans create four m^jor problems for the elderly population. 
First, it is the gap in acute care benefits; second, particular prob- 
lems for the near-poor elderly; third, the absence of financial pro- 
tection for nursing home care; and, fourth, inadequate long-term 
care services at home, especially for the elderly living alone. 

Rather than giving you a lot of numbers on these, I would like to 
highlight each of these problems with a typical case. First, turning 
to the gaps in acute care benefits, take the case of an elderly 
woman with an average income for an elderly person, about 
$10,000. Suppose this woman is especially sick, has a chronic condi- 
tion that requires two hospital episodes during the year. She would 
pay $400 each time she went to the hospital, a total of $800. 

She would also pay $'^5, the deductible for her physician services. 
She would pay her Medicare premium for physician services, an- 
other $180. Through these two hospital episodes and before and 
after those episodes in going to the physician, she incurred total 
physician bills where her coinsurance, 20-percent requirement was 
another $1,000. 
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In addition she has prescription drugs that aren't paid for by 
Medicare, and she has to pay $40 a month for these expenses, an- 
other $600 a year. Those expenses just from two hospital episodes, 
the physician services, her premiums, her prescription drugs, come 
to over $2,600 a year. So for this woman making $10,000 a year, 
this is over one-fourth of her income that must go to meet her out- 
of-pocket expenses, even though she has Medicare coverage. 

The second problem is that of the near-poor elderly. Take the 
case of a woman with $5,000 in income who is not as sick as the 
first woman we discussed, but she does have one hospital episode 
during the year, some physician bills, some prescription drug bills. 
She pays her $200 Medicare premium. She has got $1,000 to $1,500 
of medical expenses, agaia, over 20 percent of ner income with a 
total income of $5,000. 

She is a little bit high to be covered by the Medicaid Program, so 
she must pay all of these expenses that Medicare doesn't cover di- 
rectly out (H pocket. Let's take the third case, that of a couple, 
where the woman has Alzheimer's disease, and is placed in a nurs- 
ing home. And the man is frail at home, having difficulty taking 
care of himself. Together they have an income of $15,000 a year, 
and some assets. 

They are ineligible for Medicaid, but yet her nursing home bills 
average, as you said, $16,000 a year, so that consumes all of their 
income, cuts into their savings, before they start paying the bills 
that he has to pay at home for his own medical buls, food, and 
other daily expenses. The final case I would like to turn to is that 
of an elderly woman over 85 years in age living at home. She is 
having difficulty shopping, maybe has limited vision, limited ability 
to get around, needs someone to come in, bring her food, perhaps 
do some cooking. 

If she has a condition like diabetes, she may need some nursing 
services in her home with her medications. She doesn't know 
where to turn to get this kind of assistance. Many of these services 
that she needs are not clearly availaJsle in the community, and 
there are no pro-ams since she doesn't qualify for Medicaid that 
would assist her m financing these services. 

Those are the four msyor medical problems we face in this coun- 
try. With r^^ard to the economic resources of the aged, it has 
become fashionable to say that the elderly are rich enough to pay 
for their own Medicare bills. This analysis, I think, is misleading 
for several reasons. These comparisons, nrst of all, don't look at the 
outK)f-pocket expenses of the elderfy which are much higher, even 
with Medicare and Medicaid, than for the nonelderly. 

The elderly spend privately over $1,000 for their medical ex- 
pense. There is about $300 spent out of pocket by the nonelderly 
for their medical expenses, so more than $700 or $750 more for the 
elderly than the nonelderly. 

In addition when these comparisons are made between th elderly 
and the nonelderly, they tend to focus on per capita income. That 
means they say that economic resources of supporting a child are 
tiie same as supporting that of an elderly woman living alone. In 
fact, if you look at household incomes, then ;^ou will see that those 
are much lower for the elderly, but the mam point is not what is 
true of the elderly as a group versus the young as a group. 
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It 16 looking at subgroups who have problems whether they are 
old or younger, and it is those subgroups of poor and near-poor el- 
derly, the frail, the chronically ill, those in nursing homes, that I 
think we need to address public policies. 

I would urge the Congress to take several steps to deal with 
these inadequacies in current health and long-term care benefits 
for elderly people. These include: expansion of Medicare acute care 
benefits to include, for example, prescription drugs and catastroph- 
ic expenses; improved protection for the near-poor elderly, such as 
expanding the eligibility of near-poor elderly for buy-in to Medicare 
through the Medicaid Program; addition of long-term care coverage 
as bn optional Medicare benefit financed by an income-related pre- 
mium; expansion of long-term care services to include a broader 
range of community-based services and a central focal point in 
communities for infonnation and referral to long-term care provid- 
ers. 

In the debate over long-term care, it should not be forgotten that 
Medicare, Medicaid, and other public programs are essential to as- 
suring that many of our Nation's most vulnerable citizens can live 
out their lives with dignity, freed of the worry of financial ruin 
that megor illness can bring. Current fiscal problems should not 
cause us to lose sight of the megor steps that need to be taken to 
improve, rather than dismantle, these programs. Thank you. 

^Testimony resumes on p. 24.] 

[The prepared statement of Ms. Davis follows:] 
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ECONOMIC IMPLICATIONS OF PROVIDING HEALTH AND LONG-TERM CARE 
TO AN AGING POPULATION 



Than}c you, Mr. Chairman, for this opportunity to testify 
before the Comalttee on the eccnoalc lapllcatlona of an aging 
population. Aging of the population in the U.S. is one of the 
major public policy issues facing this country. The proportion 
of Americans age 65 and over will increase from 11 percent or 26 
million people in 1980 to over 20 percent or about 60 million 
people by the year 2030. ^ The prevalence of chronic health 
conditions, disability, and fraility in society will increase, 
along with the demand for health and long-term care services. 
Financing these services will cause major strains on the elderly 
— especially vulnerable groups such as the poor and near-poor, 
those who are frail or chronically ill, and those who live alone 
without adequate support from families and communities. 7 It will 
also cause a major fiscal problem for the ^fedicare and Medicaid 
programs. The public policy challenge is to prepare for the 
aging of the population by taking steps now to improve the 
adequacy of Medicare, Medicaid, and other health and long-term 
care programs. 

Today, I would like to summarize for the Committee what we 
know about the inadequacies in health and long term care benefits 
for the elderly in current programs, indicate the hardship this 
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cau... for th« .idsrly, highlight th« nMd. of ..p.cially 
vulnarabl. ..gaanta' of tha aWarly population, and raviaw tha 
financial ra.ouicaa of tha aldarly that ara availabla to .aat 
thair haalth and long-tan» cara naada. I would like to conclude 
with aona auggaationa on rafom atrategiaa that would aaai.t our 
growing aldarly population. 

rlnancinq H^mth B»^r^^^r^B for .n ft ^lna Pan»l»«:4»T 

Jm 1984, tha U.S. apent $120 billion on personal health 'care 
service, to the elderly. Medicare, Medicaid, and other public 
programs picked up $81 billion or about two-thirds of these 
expenditures, while private payments including $30 billion of 
direct out-of-pocket payments and $9 billion of private insurance 
payments accounted for the remainder. 

on a per capita basis, the U.S. spent $4,200 ' on health* 
services in 1984 per elderly person."^ Medicare paid slightly less 
than half of this amount ($2,050); Medicaid contributed 13 
percent (or $540); the elderly paid one-fourth of tha total 
directly through out-of-pocket expenses ($1,060), with the 
remaining expenses met by other public programs and private 
plans. These are clearly large sums of money representing 
significant proportions of the income of the elderly and of the 
budgets of federal and state governments. On average, the 
elderly devoted 15 percent of their income to health care 
expenses in 1984, up from 12 percent in 1977. 
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Tha distribution of financing health sarvloes varies by type 
of service. Public programs pick up 89 percent of the hospital 
expenses of the elderly, 60 percent of the physician expenses, 
but only 48 percent of the nursing hone expenses of the elderly. 
Private health Insurance picks up 8 percent of all hospital 
expenses of the elderly, 14 percent of the physician expenses, 
but only 1 percent of all nursing hone expenses. 

Among the 1 . 3 nllllon elderly people In nursing hones, 
about half are covered by Medicaid although nore will exhaust 
their financial resources and eventually becone eligible for 
Medicaid. For the half not covered by Medicaid, private out-of- 
pocket expenses cane to $12.6 billion In 1984, or about $20,000 
per person. For those frail elderly requiring years of nursing 
hone care at the end of life, the financial hardship can be 
catastrophic . 

Those elderly not In nursing hones can also Incur substan- 
tial private expenses. The hospital deductible for Medicare has 
Increased fron $204 In 1981 to $400 In 1985. For elderly with 
Very long hospital stays. Medicare benefits can be exhausted. 
The elderly are required to pay one- fourth of the deductible (or 
$100 In 1985) for each day of care between the 60th and 90th day 
of hospital care In a given episode of Illness, and one-half of 
that anount for each day of care In a 90 day llfetlne reserve. 
Once these days of hospital care have been exhausted the elderly 
nust pay all of their hospital expenses. 

The elderly Incur especially heavy costs for physician 
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■•rvic«s. Thm aldarly pay thm first ^75 of physician bill* 
during thm y«ar, 20 psrc«nt of Madicar* allowed physician tmmm 
abov* that d«ductibl« aaount, and th« mxcmsm of all charges 
physicians iks abovs ths Msdicars allowabls fsa. Thess chargss 
can quickly bscoas an enomous burden on ths sldsrly. For this 
physician coverags, ths sldsrly aust pay a prsaiua. Ths preaiua 
for physician ssrvicss in 1985 was $15. fO psr aonth, up froa 
$11.00 in 1981. 

PrsBcription drugs, dsntal cars, eysglassss, hearing aids, 
and aany othsr 'hsalth services sssential to daily living* are 
excluded froa Medicare coverage and represent aajor costs to 
those elderly requiring these services. 

Medicare payaents are concentrated on those siclcest elder- 
ly. About 6 percent of Medicare aged beneficiaries account for 
61 percent of all Medicare reituburseaents for the nged. About 40 
percent of Medicare beneficiaries do not receive reiaburseaent 
froa Medicare, and another 36 percent incur less than $500 in 
Medicare reiabursed services. 

Despite iaportant assistance froa Medicare, the sickest 
elderly also face theaost significant finimcial burdens. In 
1980, 10 percent of the elderly accounted for alaost half of the 
private outlays (or cost-sharing aaounts) for Medicare benefits 
with personal liability of aore than $500 for Medicare benefits. 
In ' addition aany of these saae individuals have substantial 
outlays for noncovered benefits such as prescription drugs. 

Out-of-pocket aedical expenses are a particular burden 
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for thos* •Idarly who do not hav« suppl«B«ntary oovarag* to 
Madicar* — aithar from Madioaid or privat* health insurano*. 
Madioaid picks up Medicar«*B cost-sharing rsquirsasnts and aany 
other esssntial hsalth cars services for 3.5 million poor 
elderly. ' But over 8 million the elderly have family incomes 
below $10,000 and find the gaps in Medicare difficult to meet. 

The heavy financial burden on lower income elderly is in 
part a reflection of their inability to afford supplementary 
private health insurance to 'fill in the gaps left by Medicare. 
Overall, 66 percent of the elderly have private health insurance 
in addition to Medicare. However, this varies widely by income. 
Of those poor or near poor elclerly, 47 percent have private 
insurance compared with 78 percent of the high-income elderly. 

Even those with supplementary coverage can experience 
quite burdensome medical expenses if they are seriously ill. For 
elderly of all incomes with health care bills exceeding $2,500 in 
197V, those with Medicare alone spent 37 percent of their income 
on health care, those with both Medicare and Medicaid spent 9 
percent of their income on health care, and those with Medicare 
and private insurance spent 18 percent of their income on health 
bills. For the poor and near-poor elderly households with total 
health care bills exceeding $2,500 in 1977, those with Medicare 
alone spent 53 percent of their incomes out-of-pocket on health 
care expenses, those with Medicare and Medicaid spent 10 percent 
of their incomes, and those with both Medicare and private health 
insurance spent 36 percent of their incomes on out-of-pocket 
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•xpansas. The., figuras ar« basad on thos* living at hoin*> tha 
financial burdan of nuriing hona eara for thoaa aldarly not 
aligibla for Madicaid can posa aven graatar hardahipa. 

Haavy financial burdan. for thoaa with catastrophic madical 
axpansas can occur avan for thoaa aldarly purchasing privata 
haalth insurance to supplamant Medicare . Few "Medl-Gap" policies 
picJc up physician charges in excess of Medicare's allowable 
fees, in addition, such supplementary policies can be extrenely 
expensive, and return few benefits in exchange for high premiuas. 



Access to Haalth Pu re Sarviceii 

The significant deductible and coinsurance provisions in 
Medicare deter some of the elderly poor and near poor from 
obtaining care. A recent study by the national canter for Health 
services Research reported that those poor and near poor elderly 
who have Medicare only average 4.2 physician visits per year, 
compared with 7 visits per year for those with both Medicare and 
Medicaid and 6.5 physician visits annually for those poor and 
near poor elderly with Medicare and private health insurance. 

The study found similar differences in use of prescription 
drugs. Those poor and near poor elderly with both Medicare and 
Medicaid averaged is prescriptions annually, those with Medicare 
and private health insurance 12 drug prescriptions, and those 
with Medicare alone 8.7 prescriptions. 
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Diffarancas in usa of hospital cara wara also aarkar.. Ovar 
22 parcant of tha poor and naar poor aldarly with aithar Madicaid 
or privata haalth inauranca to aupplaaant Madicara wara hoa- 
pitalizad, coaparad with 18 parcant of thoaa with Madicara alona. 

Nor can tha lowar utiliiation of tha Madicara only group ba 
attributad to battar haalth atatua. Thirty-aavan parcant of thu 
Madicara only poor and near poor aldarly ratad thair as fair or 
poor, coaparad with 33 parcant of thosa with Madicara and privata 
haalth inaruanca and 50 percent of those with both Medicare and 
Medicaid. 

^Ifl^^r^Y living Alone 

The absence of adequate hoae and connunity-baaed long tern 
care services is a aajor problea for elderly who need aasis- 
tance. While the Medicaid program has expanded coverage for soae 
poor elderly in recent years, aost elderly Anericans do not have 
public or private health insurance coverage to finance these 
services, and knowing where to turn to purchase such services can 
be extreaely confusing and frustrating. 

These barriers to obtaining adequate long term care services 
are particularly serious for those elderly living alone. In 
1984, 30 percent of all elderly lived alone — or about 8 million 
people — up from 27 percent in 1970. These elderly who live 
alone are disproportionately very old, more likely to be poor, 
and much more likely to be women. 

When physical or mental decline sets in limiting their 
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ability to .hop, ..k. th.lr own ...l.. dr..., bath., r.».«b.r to 
taJc. th.lr ..dlcatlon., pay th.lr bin., .nd turn off th. .tov., 
for »any th. only alt.matlv. 1. In.tltutlonalliatlon. slngl. 
won.n ar. at auoh hlgh.r rl.Jc of In.tltutlonallwtlon - not 
baoau.. th.y .r. «or. llmlt.d than th.lr »al. count.rpart. but 
b.eau.. th.y hav. no on. at hand to h.lp th« cop. with basic 
houartiold ta.)-. ra»lll.. worry about th.lr w.ll-b.lng, but «ay 
b. unabl. to a..l.t If th.y ar. locat.d tar away. And .om 
•ld.rly hav. no .urvlvlng chlldran. 

R.c.nt change. In M.dlcar. that .ncourag. hospltalil to 
dLcharg. p«tl.nt. .arly can b. difficult for .ld.rly who ilv. 

or pr.parlng a aaal for an 
.ld.rly p.r.on living alon. following surg.ry can b. a painful 
■truggl.. a far aor. human, .olutlon to th.lr ne.ds »u.t b. 
d.v.lop.d than .lth.r n.gl.ct at ho». or In.ltutlonallzatlon In a 
Strang, plac. 

Econoalc RaaoumA. tha xn^ ^ 

It has bacoBia fashlonabl. to raphaslxe th. laprov.d w.ll- 
belng of th. ag.d and to argu. that th.y „..d no special assis- 
tance, poverty rates of the aged have declined 1„ recent years, 
and now fall below those of younger age groups. This progress Is' 
Indeed re»arlcable and reflects both the Importance of social 
security benefits In lifting the elderly out of poverty and th. 
economic Impact on younger families of periods of high unemploy- 
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mant. Further, the agad receive speQial tax breaks that are not 
available to younger familiee. As a result, the after tax in one 
per household menber was $7,845 for aged households and $6,923 
for all households in 1982 — or approximately $900 higher for 
the aged. 

This analysis is misleading for several reasons, however. 
First the elderly have much higher out-of-pocket medical expenses 
than do the non-aged, in 1984 the elderly spent $1,060 on their 
own medical expenses contrasted with an estimated $310 for the 
nonelderly. Thus, the difference in medical expenses alone 
virtually eliminates the difference in net after tax income. 

In addition expressing incomes on a per capita basis assumes 
that an elderly woman living alone has the same need for income 
as each child in a family of four, since elderly households tend 
to be smaller, family incomes tend to be much lower than for 
younger families. The most appropriate way to compare incomes is 
with adjustment for family size — as the official poverty 
figures do. Examination of the poverty rates indicate that while 
the poverty rate for the aged in 1984 had fallen slightly below 
that of the nonaged, many more elderly were clustered in the 
income range just above the poverty rate. Among the elderly 68 
percent had incomes below twice the poverty level, compared with 
37 percent of the nonaged. 

But the issue is* not the economic resources of the aged as a 
group versus those of the young. Within both the aged population 
and the younger population, important subgroups face major 
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»robl«M. Xn tlM MM Of th« avMI, th« pMr «nd nMr-pMr aged 
vitheut iMlMld Mvaraga f«M ujor flitMolal bur4«M for aout. 
hMlth Mr* ••rvlot*. For th« fr.il .Jd«rly and thM. .id«rly 
«*o liv. .loM, tf .b««nM Of fiwnoing for lon« tor. c.r« 
•wfvlM. In tto boM or oonunlty and tho .teanM of any oyotn 
for Beblllalng Mlatli,? raaourM. to ...t tha individual naada of 
tb. aldarly ar. Mjor hurdl.. to Mintaining an ind.p.nd.nt 
•xiatanea. And for tboaa ohroniMlly ill individuala raquiring 
Miltipla bMpiUliiationa or inatitutionaliiation in a nur*in« 
hmm tho abaonda- of adoquat* inaurano* covarag* Mn infliot Mjor 
fiMnoiai burdana. 



»• CongMss oould tmkm « nuBlxr of .tops to doal with thooo 
iMdofPiaoioo in curr«it hoalth and long-tor. o«ro bonof ito for 
•Idorly pooplo*/ tUmo inoludot 

o Ucpanoion of Nodioaro aouto oaro bonof \m to inoludo, 
for oxaaplo, proooription drugs a*., oataotrophio 
•Jcponaooa 

o zaprovod protootion for tho noar-poor oldorly, auoh as * 
•xpandlng tho oligibility of noar-poor oldorly for buy- 
In to Kodioaro through tho Kodioaid prograa. 
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o Addition of lon9-t«n oar* oovarag* as an optional 
M«dioar« b«n«fit financed by an inooB«-r«lat«d praaiua. 



o Expansion of long-tarn oara servioos to include a 
broadar rang* of oonnunity-basad sorvioaa and a central 
fooal point in oouiunitias for infomation and ri>ferral 
to long-tara oara providers. 



In the debate over long-'tem oare it should not be forgotten 
that Medicare I Medioaidi and other public prograns are essential 
to assuring that nany of our nation's nost vulnerable citizens 
can live out their lives with dignityi freed of the worry of 
financial ruin that najor illness can bring. Current fiscal 
problems should not cause us to lose sight of the najor steps 
that need to be taken to inprove^ rather than disnantlSi these, 
prograns. Thank you. 

Mr. Wyden. Thank you. Thank you both for very excellent state- 
ments. I knew of your fine work back in the days when I was codir- 
ector of the Gray Panthers in Oregon. I very much appreciate the 
chance to have you both here today. 

Before I turn to some questions, our good friend and a very 
strong advocate for older people, Congressman Bilirakis from Flori- 
da is here. If you would like to make any opening statement before 
we turn to questions, you are certainly welcome to do so. 

Mr. BiuRAKis. No; I will waive the opening statement. Thank 
you, Mr. Chairman. 

Mr. Wyden. I thank the gentleman. Let me start with you. Dr. 
Rowe, if I may. I was very interested in your point earlier shout 
how you feel that older people generally wait too long to secure 
healtifi care. 

One thing that we are continually told by this administration is 
that, if you just heap on more costs, more deductibles and more co- 
payments and things of this nature, somehow tiiiat is going to 
change behavior out in the marketplace. People — I guess the ones 
utili^g the system too much— will change their behavior and hold 
their costs down. 

What you said certainly indicates to me that older people are not 
engaging in excessive utilization of the system, and in fact quite 
the opposite— wait too long. Is that right? Do you believe that kind 
of theory, that we ought to heap on more costs. Is that sensible in 
light of the utilization you talk about? 
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rr,5u } the prevailing feeling, which is clearly a 

myth, 18 that elderly ovenitilize relative to flieir needs, and we 
have a picture of the elderly patient as the hypochondriac, the 
complaining patient, ttie demanding patient who has nothing else 
to do but go.to the doctor. That is not the case. 

Studies in Mwral countoies with different health care systems, 
including Britain and Sweden, with national health systems wher^ 
there is really no financial impediment for a patient to go to a phy- 
siaan, such as we have in this country, as Dr. Davis outlined, have 
SS!? ^^*^y that older people just don't go to the doctor with 
m^ symptoms untol they prognaa untU they are disabling, and it 
appears that the basis of this is agism. ««« "uu, «iia n 

They have bought into the same agism that pervades our youth- 

Sl'SJ®^^^*"?®^^^ *o "Why^dn't you come to 

flee the doctor? You can't hear too weU, and ^ can help tStTand 

y®** '^Sk^^, trouble walking." They often will 

say, "WeU I am 88 and that is what I expectod^'t thi^t you 
should be like when you are.88?" So theSTprevent thrives ffom 
coming soon enough to obtam less expensive, more efficient treat- 
ment, and they wind up on our doorstep in a crisis in the emereen- 
^toS"?*™}^® needing more expensive 

What to do about this? Other than try to change Afombers of 
U>^gre88 mmd other than those present, who obviously are aware 
Of this problem, we need some sort of a surveillance program, some 
sort of a casefinding program weU targeted, not too expenBive, not 
shpt-gunning it, but to identiftr those people with treatable, under- 
lying diseases who are not seeking helpT 

• And you think that this kind of surveillance system 

M ™« key to having older people come in earlier? 

Dr. RowE. That s right. I think you could target it, because we 
know what the subgroups are. We Imow what the risk factors ere. 
and you could target it m such a way that you might be ab'e to 
Mlentify people with lUness before it became so progressive, tliat is, 

^XS??- ^ ^^^^ earlier attention would also reduce 
costs m addition to improving health? »«~"v* 

Dr. RowE. Whether the entire system would reduce cost would 
depend on how well tarmted it was, it is likely not to increase 
coats. Budget neutral— isn't that the term? 

Mr. Wyden. That is the buzz word. 

Some persons have argued that there reaUy isn't a need to 
ej^d long-term care services. They essentially ai^e that if you 
^!Jr viSP"*^ *^ J coordination of the existing services, things will 
get better. Would you comment on this viewm light of yourknowl- 
edge of the availabihty of services under the exisSng programs? 

Dr. RowE. I don't know where those people have been, but they 
haven t been taking care of the elderly patient. We are already fM- 
short of the number of long-term care beds that we need, and dra- 
matic mcreases m the numbers of elderiy are just going to swamp 

People will be banging on the doors of this building because they 
can t get tiieir parents into nursing homes, and we have to build 
more nursuiif home beds and build them quickly. The real problem 
IS not only mcreasing numbers of elderly, but the shift toward 
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older and older ones who are much bigger utilizers. And I think it 
is just not realistic, to think that we have adequate long-term care 
SGrvicos* 

Mr. Wyden. Supposing, just for a second, in an unreal world we 
could set aside the financing issue. Dr. Rowe. What do you think 
would be the best way to organize the delivery of long-term care 
servicw? Could you just sketch it out for us apart from any financ- 

Rows. We have models in many Western countries that are 
ahead of us demographically, that have shown us some ways m 
which it might be useful. What we clearly need is a contmuum of 
services, so that the people who don't require long-term care serv- 
ices aren't in nursing homes just because there is no place they can 
get what they do need. . 

Any day you and I can walk down to a nursing home and dis- 
charge many of the patients, because they don't need nursmg home 
care, but the fact is there is no place to send them to get the care 
they need. And we need some vertically integrated system of care 
so that people can go from one to another aspect of it without lots 
of gates and constraints. , , x u u i 

People don't realize how frequently elderly patients bounce back 
and forth from the acute care hospital to the nursing home. It is 
one of the beauties of the VA that they are a verticae integrated 
system, and they can do that within the system without a lot of 
paperwork in different agencies. , ™ . . ^ u i. 

In a broad brush, that is what we need. That is not what we 
have. In the continuum of need we have got an outpost at one end 
and an outpost at the other end, and not much in between. 

Mr. Wyden. I think your point about bouncmg people back and 
forth is a very, very important one. We have seen that with the A- 
day rule, for example. You have to go to a hospital for 3 days m 
order to be eligible for a skilled nursing faciUty. It is just absurd. 1 
have been trying since I have been in Congress to try to change 
that. Your point is a very good one. 

Just another couple of questions for you. Dr. Rowe. 

The committee is very interested in a point that you have made. 
We keep hearing reports that under the Medicare DRG system 
some older people seem to be discharged quicker and sicker. We 
hear that many of them still need acute care and therefore have to 

go to nursing homes. , j . *u- » 

It seems to me there is a real danger of not only domg somethmg 
deleterious to the health, of older people, but also canceUing out 
any cost savings. Is that right? , • 

Dr. Rowe. That is right. Well, let's take the example of a surgi- 

^^Si?surgical patient is in a long-term care facility prematurely 
after their gaU bladder is removed or their fractured hip is re- 
paired, it is possible that they would have a higher likehhood 6f 
complications from the surgery, which would necessitate readmis- 

"°It*is also likely that they might need physiotherapy or rehab for 
a longer period of time, because it was less intensive. They may be 
less iDcely to get their medicines correctly because they are on a lot 
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of post op medications and they are in a less sophisticated setting 
with less capabilities for acute care. 

It is obvious that you don't want your mother going from the re- 
covery room to the nursing home, and the hospital is the one that 
pulls the plug. The hospital says out. It doesn't negotiate with the 
paUent as to whether xt is tune to go out. It doesn't negotiate with 
the ntffsmg home as to whether they are willing to take the pa- 
tient. They just pull the plug. 

Mr. BiuBAKis. Would the gentleman yield a moment? 

Mr. Wyden. I would be happy to yield to my friend. 

Mr. BiUBAKis. b this area you have just explained to us more 
prevalant now under the DRG system? 

Dr. Ro\^. Yes; under the DRG system, the hospital is paid a flat 
rate for that patient, that age, with that diagnosis irrespective of 
length of stay, but the hospital's costs are related to the length of 
st^. 

Before, that was not the case, because they were being paid on a 
daily basis. 

Mr. BiURAKis. But the statistics do support the fact that many of 
thMe people are bein^ shuffled around, being discharged? 

Dr. RowE. The statistics clearly show that length of stay is short- 
er, and "length of stay is shorter, then patients going to nursing 
hMnes— which is the population we «ue talking dbout today— are 
going sooner, and in many cases it is too soon, in my clinical esti- 
mation. 

Mr. BiuRAKis. Thank you, Mr. Chairman. 

Mr. Wyden. Just a couple of other questions, doctor. 

I gUMs the obvious one after your last comment— what kind of 
suggestions would you have to change PPS, change the prospective 
paynient system, so that we don't have this problem of the prema- 
''ife dMcharges, of our older people being bounced around? 

J 't?^- ^?^' ^ several options that come to mind, and 
we don t have the time to get into them all. 

One option is to fund the hospital. You could say after X number 
of days with disfunctional fraU elderly, "We will give you some 

Eayment per capita— "for each day, because we realize you should 
eep them longer." ' o""*"- 

X°f J™°^ ^ reasonable. The second thing is to make a deal 
with the nursmg home and say, "We will give you X dollara extra 
to take care of these patients, so you can enhance up your capabil- 
ity. 

My preference would be to go with the demonstrated capability 
of the hospitals because they are having problems with census, and 
they are more hkely to want to keep the patient if they can get 
some reunbursement than to go to the lesser cap^ility in the nurs- 
mg home where you have to develop capability, also they don't gen- 
erally have a census problem, and so they may not want to do it. 

Mr. Wyden. Thoughtful suggestions and ones I know we are 
going to explore. 

One last question for you. Dr. Rowe. I am saving you for the next 
round. Dr. Davis. 

Dr. Rowe, as you know, Medicare coverage for the victims of Alz- 
heimer's IS essentially nonexistent. This is because Medicare 
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doesn't offer the kinds of services needed by Alzheimer's patients 
and their families. 

I think whnl we would be interested in knowing two thmgs from 
you: what types of services are really required here; and is Medi- 
care, in your view, the appropriate mechanism toprovide them? 

Dr. RowE. Very quickly, three aspects of this. These are excellent 
questions. 

Mr. Wyden. We have a ^ ^ry talented staff. 

Dr. RowE. Medicare is as good a mechanism as any. It is always 
hard to start a new mechanism up, easier to use an existing one. 

Two things about Alzheimer's: one is that there is no such thing 
as the usucd Alzheimer's patient's need. If vou have seen one Alz- 
heimer's patient, you have seen one Alzheimer's patient. They 
progress from being nearly normal to being terribly disabled over a 
period of years. They need anything from chore services to surveil- 
lances to nursing home care. So you need some system that can 
provide any kind of service, depending on the stage of the patient. 
We can't target certain services. 

The second is that it is a migor mistake if people think if you 
have Alzheimer's, you don't have anything else. Well, Alzheimer's 
is not protective against heart disease or diabetes or infections or 
broken hips. ^. ^ 

And who gets Alzheimer's disease? Not 26-year-old flight attend- 
ants. Eighty-year-old women get Alzheimer's disease, and they 
have other problems. So that, if you are going to target something 
for the /ilzheimer's patient, you have to realize that what you have 
is a sick old patient who has multiple problems, and the demands 
of the health care needs are often mctated more by the other coin- 
cident problems than they are by the Alzheimer's disease. 

Mr. WYDEN. The gentleman from Florida. 

Mr. BiLiRAKis. But we can't, of course, overlook the needs of the 
Alzheimer's patient as far as Alzheimers itself is concerned— long 
term care and more often than not, really long term care. 

Dr. RowB. That is correct. 

Mr. BiLiRAKis. It really deteriorates and debilitates the family 
and certainly all of the family resources, so we cannot overlook it, 
can we? . 

Dr. RowE. That is right. I think Alzheimer's is a smgle disease, 
but when you get in trouble we obviously have inadequate re- 
sources to deal witii it, and we need special units and special fund- 
ing programs, and I am delighted with Mr. Wyden's suggestions re- 
garding that. 

The problem is you don't design an Alzheimer's unit for Alzhei- 
mer's patients who have no other illness. When you get them in 
there, you find out that they are all 75 or 80 years old. 

Mr. BiURAKis. What you are saying is you may design an Alzhei- 
mer's unit, but you have got to be aware of the fact that there are 
going to be medical problems in addition to Alzheimer's. 

Dr. RowE. Right. But if they are the megor single diagnostic 

Soup in terms of expenditure, and they need special attention, I 
lieve it is not inappropriate to have special legislation or special 
programs tai^eting that group. . 

Mr. BiURAKis. And sir, I certainly don t mean to disagree with 
your example of the 26-year-old airline attendant, but I think you 
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and I both know that there are instances of young people acquiring 
Alzheimer's as well. 
Dr. RowE. Yes* 

Mr. BiuRAKis. My offlce received a letter not too long ago from a 
lady whose son in his mid-20's 

Dr. RowE. That is right. 

Mr. BiuRAKis [continuing]. Has Alzheimer's. 

Dr. RowE. Often in families in which the disease runs 

Mr. BiURAKis. Doctor Rowe, staying with you for a moment 
again, how did you generate your great interest in the aging? I 
mean» you could have gone into so many specialties and certainly 
could be out making probably a lot more money in the outside 
world, etc. 

Dr. RowE. Well, I started with a major interest in the biology of 
aging. I was trained as a scientist as well as a physician and did 
laboratory work in aging and kidney disease and when I left the 
National Institute of Health and returned to Harvard to be the 
chief resident in medicine, I looked around the ward, and all of a 
sudden it was filled with old patients. 

It must have been that way before. I just hadn't noticed it. And I 
thought to myself that the world probably needed a geriatrician 
more than it needed a specialist in kidney disease. 

Mr. BiURAKis. I certainly commend you for that, because God 
knows you are correct, and it is probably the toughest type of prac- 
tice, I would imagine, or certianly one of the toughest types. 

Dr. RowE. It is one of the more rewarding types, but one of the 
hardest parts is the biases of organized medicine and one's col- 
leagues against the field of geriatrics, but I think we are starting to 
get somewhere with regard to that. 

Mr. BiURAKis. Mr. Wyden, in one of his questions, mentioned dis- 
carding for the moment the real world, forgetting about finances et 
cetera. Unfortunately, of course, we have the real world, and the 
real world includes finances. And within that real world, we have 
got to come up with solutions, and I think that all of us in this 
room would probably admit that the solutions have got to be 
varied. 

They have to include government to a certain extent but not 
depend on government 100 percent. 

You have mentioned surveillance programs which, I guess, is 
part of a wellness concept which is just great. I have heard well- 
ness over and over again, but your surveillance program is some- 
thing that I haven't heard about. 

There is a great interest, by the way, in long term care and par- 
ticularly Alzheimer's on this committee. We have held other hear- 
ings on it and we are going to hold hearings on it in the future. 

I have introduced a couple of bills on the subject, as I know 
many of my colleagues have. Our Chairman's interest is great in 
this area. 

What really are our alternatives? Certainly the alternatives 
should not be either support it 100 percent by government or no 
care. 

Dr. RowE. Right. 
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so 

Mr. BiURAKis. For the person who needs it, I should think the 
alternatives must be somewhere in between. You would agree 
there? 

Dr. RowE. I think, if I can answer that 

Mr. BiURAKis. Certainly, go ahead. 

Dr. RowE. I think we are all aware, as Dr. Davis has reminded 
us, that we are not 100 percent supported by government now. We 
are about two-thirds supported by government in terms of the 
health care needs of the elderly. 

I think that what will happen — and mv colleague. Dr. Davis, is 
an internationally recognized expert in this area, and I am not— 
what will happen is that a long-term care insurance vehicle will be 
developed which will be satisfactory to the market place and may 
provide people with an opportunity to transfer the equity in their 
homes or other aspects into long term care assistance. 

That is going to be helpful to many but is going to require close 
coordination with federal programs so that migor gaps don't per- 
sist. 

I hope the insurance industry in this country will respond be- 
cause there is a market, and tiiey will respond in a competitive 
way, fortunately, so that hopefully, it will fit. 

It will take care of some of tiiese people Dr. Davis is talking 
about. That $10,000-a-year woman might get help, but people below 
that level aren't really going to be in a market for that. But I think 
it would be appropriate to get Dr. Davis' view on this. 

Mr. BiURAKis. They won't be in the market because they won't 
be able to afford to pay the premiums. 

Dr. RowE. Pay the premiums, yes. 

Mr. Wyden. Dr. Davis, would you like to add to that? 

Mr. BiURAKis. Please do. 

Mr. Wyden. I note this is an area you have done great work in. 

Ms. Davis. I agree we have to start getting vehicles whether they 
are private or public, particularly for this expensive nursing home 
long-term care problem. 

I am a little bit skeptical whether the private insurance industry 
is going to be eager to take on high risk people. 

Mr. BiURAKis. We can help them out. 

Ms. Davis. One thing we can consider, certainly, to encourage 
that to take place — and it may take place in some instances — is to 
offer an alternative through Medicare of voluntary long-term care 
insurance. 

If that were offered at a premium, maybe even a premium that 
varied with income, then you would put some limit on private 
health insurance premiums. 

People would have a choice. I think that way you would make 
sure you didn't get excessively high premiums on the private side, 
which I think has always been a problem that we have seen witli 
the "Medigap" policies that have supplemented acute care benefits 
with Medicare. 

Dr. RowE. I would certainly agree with that. I didn t mean to ex- 
clude tht commonly discussed option. It would be critical to the 
success. Otherwise, there would be a migor gap of people not cov- 
ered. 
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Mr. BiURAKis. HMO's— I suppose we should not be excluding 
them from the content of this hearing, should we, Mr. Chairman? I 
am not sure that they are quite appropriate, but they may be. 

Mr. Wyden. By no means, and I think our witnesses later are 
going to talk, for example, about the new concept of a social health 
maintenance organisation. 

In my congressional district in Portland, OR, we have really been 
one of the leaders in this area. So, I think we are going to talk 
about a whole host of new approaches including health mainte- 
nance organizations and the variations, the social health mainte- 
nance organizations, a new approach to offering older people serv- 
ices in their homes. They ought to be part of the vanguard. 

Mr. BiuRAKis. In that connection, regardless of whether the cur- 
rent HMO concept is at all adequate to cover long term care — are 
the current concepts, as we know them, doing the job? 

Dr. RowE. Are HMO's? 

Mr. BiURAKis. Yes; limiting it not to the long-term care but lim- 
iting it to the area 

Dr. RowE. No. The experience is there is a number now that are 
very rapidly increasing the numbers of elderly clients. The experi- 
ence in the medical literature is that, dependmg uon the structure 
of the HMO, et cetera it appears they can provide good health care 
to the elderly at somewhat less cost, perhaps 10 percent less than 
alternative systems. 

Mr. BiuRAKis. That is the point I want to get to, but I wanted to 
hear from Dr. Davis at this point. 

Ms. Davis. I think there has been a promising performance, but 
we are talking about two percent of the elderl^ that belong to 
HMOs. Many have had a physician for a long period of time, a cer- 
tain level of care, and I do not think you wUl fmd this alternative 
encompassing the mcgority of elderly people, but I think it is im- 
portant that it be there as an option. 

Mr. BiURAKis. Just a few week ago, I sent out a questionnaire to 
my constituents. I represent a portion of Florida, the Gulf Coast, 
that contains a lot of elderly. If we start at age 55 on up, prob8Ji)ly 
a good 50 percent of my constituents are on the HMOs. In the ques- 
tionnaire, we ask for their comments in terms of whether or not 
HMO's are functioning adequately to satisfy them. Tlie result 
comes out 50-50, if you will, if the HMO's within the current con- 
cept are doing the job and within the reimbursement being re- 
ceived from Medicare, does that tell us something? Does that tell 
us then that the dollars that are provided by the federal govern- 
ment for Medicare are really adequate and we do not have to bill 
the patient for any more? I guess I did not phrase that as well as I 
would like to, but the jury is still out as far as I am concerned on 
HMOs. I have no negative feelings toward them, but I get a lot of 
constituents asking me questions, and I should not be in a petition 
of saying yes or no. You are right, a lot prefer their own doctors. 
Many travel from Florida, for instance, and spend part of their 
summers up north and they may not have any coverage up there 
and that is their great concern. 

What I am wondering about is the concept more than anvthing 
else I suppose. Might that be one of our alternatives? You indicated 
you do not think it is going to be the alternative, because many of 
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the elderly are not going to sign up for it. Might that not be an 
alternative in addition to surveillance and wellness? 

Ms. Davis. I think it is an important alternative. There is consid- 
erable evidence that they can be less expensive than the fee-for- 
service traditional health system. 

Mr. BiuRAKis. Why? 

Ms. Davis. They have less of an incentive to put them in hospi- 
tals. They have lower hospitalization rates. They are more likely to 
provide care on an ambulatory basis. 

Mr. BiuRAKis. Is that care adequate as far as the patient is con- 
cerned? 

Ms. Davis. It varies by the type of health maintenance organiza- 
tion. Some have been around a long time and have a good record 
with regard to quality care, so that there are examples of high 
quality care. That is not to say that everv organization ever set up 
on that basis and paid on that basis could be guaranteed to provide 
high qualify care. 

Mr. Biurakis. Do you have a degree of negativism in your mind 
as far as care is concerned? The fact that they do not have tiie mo- 
tivation and the reward of putting them into the hospital? Do you 
feel there are many instances where a patient does not get the 
proper care? 

Ms. Davis. We have not seen that with the health care organiza- 
tions. We have seen that with the fee for services, there is too 
much of a tendency to put them in the hospital and too much of a 
tendency to get them out too fast. I think it would be a mistake to 
say we are going to enroll all the elderly in Tampa in an HMO and 
that is their only choice; but if it is there as an option and if they 
are not happy with the service and quality of care there, there are 
other alternatives. 

Mr. Biurakis. I have one more general question without expect- 
ing an answer from you at this time. You two have shown a great 
interest in this subject. Have you set up a plan where, if you had 
the control, let's say if you were Congress et cetera, and could 
make the determination for what type of medical plan should be in 
existence in this country to cover, let's limit it for the time being to 
your area, long-term care, have you sat down and actually drafted 
up such a plan, whether you have done it in writing or in your 
minds? You probably have, have you not? And it certsunly is hope- 
fully not only saying the federal government ought to handle the 
whole thing, or is that basically Qie plan, that tiiere ought to be 
more dollars coming from the government? 

Ms. Davis. I think there are important things that could be done. 
Medicare, Medicaid and other public programs do pick up two- 
thirds of the health and long-term care of tiie elderly, so I think it 
would be a mistake to think we could do it £dl privately or publicly. 
So I think we will have a combination. I think we should build on 
the current programs, look at their problems and make basic 
changes in those. 

Mr. Bujrakis. I would like, on behalf of the committee, to invite 
comments from both of you. If you were able to make the determi- 
nation on what should be done, particularly within the reeJm of 
what Congress can exercise, we would appreciate your submitting 

36 



33 



your comments to us. I would also appreciate a copy of whatever 
they might submit for the record. 

Mr. Wyden. I think the gentleman's suggestion is first rate and 
we will leave the record open for Dr. Davis and Dr. Rowe to give us 
additional comments about their approaches in writing. We will 
make sure the gentleman from Florida has them. 

Mr. BiuRAKis. Thank you. 

Mr. Wydbn. Just a couple of questions I have for you, Dr. Davis. 

You have written over the years consistently and very well. I 
know, because I have used a lot of your information about the gaps 
m coverage for older people and their health care needs. Would 
you say at this point that long-term care is the great unmet need 
for older people m this country? 

Ms. Davis. I think it is a veiy serious problem. If you look in 
terms of numbers, of course one is talking about a million out of 27 
million elderly people who are in nursing homes. So in terms of the 
proportion of population I do not think we should have an image 
that all the elderly are frail and require nursing home care. We 
have a million in nursing homes and a million in the home needing 
assistance. In terms of the severity of the problem for those two 
million people, it is a financial problem because there is no way of 
paying for that long-term care except to destitute yourself and 
become eligible for Medicaid and for the person at home finding 
the services you need and knowing where the family can turn to 
get relief from the demands on the famUy trying to support the 
frail person at home. I think it is important to take some steps to 
improve that situation. 

Mr. Wyden. Are there other priorities that should be placed 
ahead of long-term care at this point? 

Ms. Davis. I would stress some concern with the near-poor elder- 
ly and acute care benefits. I think that one could make improve- 
ments in Medicaid by expanding the buy-in to Medicare for the 
necu^-poor elderly. I would remind the committee that that is a 
roblem for those elderly who are not poor enough to get Medicaid 
ut not rich enough to supplement with private healtti insurance. 
That is a problem and I think the problem of uncovered benefits 
and the absence of any kind of ceiling on Medicare cost sharing is 
also a problem for many elderly with modest incomes. 

Mr. Wyden. What would your priorities be in the long-term care 
area in isolation assuming, as you said, there are several million 
people where you think the need is great there? In terms of your 
priorities what would they be in Ions-term ccire? 

Ms. Davis. It depends on the budget you give me to work with. 
The first thing would be to make home and conmiunity-based serv- 
ices under Medicaid an optional benefit rather than to limit it 
through the waiver kind of provision we have now. Starting with 
that provision, which is already in the law, and expanding that a 
bit would be an important step. I think a second modest step could 
be some direct grants to provide what are called, in other coun- 
tries, home health services so they are not health services that re- 
quire an advanced health professional to provide but general home 
health sevices, personal care services, so (urect grants to local orga- 
nizations, whether those are municipal or nonprofit organizations, 
that would be available as a focal point to provide those kinds of 
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services in communities. Setting up an information and referral 
network, just knowing a telephone number in a community that 
you can call and be told, is there a day hospital program for a 
family member with Alzheimer's in this community, am I eligible, 
how do I get to it; so some kind of information referral network. 

Those are relatively modest things that I think could be done 
that would make an improvement. I think the big thing that needs 
to be done is providing some kind of insurance for nursing home 
care, and I think there are some proposals to do that such as offer- 
ing through Medicare a voluntary long-term care insurance plan 
which would be self-financed, in large part, through a premium. 

Mr. Wyden. Tell me how that would work. Do you think those 
premiums could do it alone? In other words, there would not have 
to be new mon^ from the trust fund if you were to add a long- 
term care insurance concept? 

Ms. Davis. It is possible. We do not have a lot of experience so it 
is hard to be too certain. I am envisioning not something that 
would be totally public but require some public contribution. You 
might require, for example, for nursing home care ^t they pay 10 
percent of the costs up to some ceiling, $3,000 or $4,000, because if 
they were at home instead of in a nursing home they would be 
paying for food and certain exjpenses. So I think it is reasonable to 
expect under any benefit package that there might be some cost 
sharing for these kinds of services. 

But if there is a ceiling, you would find families thinking this is 
something doable. When they are faced with a $20,000 to $30,000 
bill every year for 3 to 5 years, no family tiiinks they can absorb 
that kind of cost. So what happens is they become destitute, spend 
down and then it is totally public coverage. If you have an insur- 
ance plan where they contribute a premium, that they pay some of 
the cost, it would be financially doable for the individual and the 
family. You would have to build in some protection. For example, if 
you did it through a Medicare plan, you would want them to be 
enrolled for at least a period of time before they are eligible for 
benefits. You might have them enroll at age 60, not get benefits 
until 70, most likely until 85 and are frail enough to require the 
care. So you get premiimis to finance the system well in advance of 
the time. 

Some estimate if we were to set a premium at roughly 4 percent 
of income and you got a representative group of elderly people, you 
did not just get the very sickest people, you could have a self-fi- 
nancing type plan. 

Mr. BiURAKis. Excuse me, Mr. Chairman. 

Will your thoughts be part of the submittal to the record? 

Ms. Davis. Yes, sir. 

Mr. BnjRAKis. Fine. 

Mr. Wyden. A couple of other questions. 

What do you think is going to happen in the years ahead with 
respect to the figures on income for older people? We have many 
experts saying that the income for many is going to soar and there 
are others who are more doubtful. I gather that you are one who is 
somewhat skeptical of whether older pem)le are going to have suffi- 
ciently large incomes to be able to afford private packages and 
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things of that nature. I think we would be interested for the record 
in your thoughts on the future of elders' income. 

Ms. Davis. I think there are some elderly who will be better off 
in the future. The standard of living for everyone goes up, some- 
times imperceptibly, but we expect over time it will continue to 
rise. In addition, the elderly bv 2000, 2030 will be a much more 
educated group. The levels of education are hig[her in the upcoming 
cohorts. In addition, more women have been in the workplace, so 
you have more two-earner families and a base from it. So tnere are 
some things that indicate that the income will go up. 

On the other hand, we know that the health care costs will be a 
lot higher in the future than they are today, so these kinds of gaps, 
if we do not do something about them, are going to inflict even 
greater financial burdens on elderly people over time, and the 

Eroblem is not an average problem. It is a subgroup problem. You 
ave a distribution now. You have gotten some of the elderly out of 
poverty, but now they are clusteredf in the near-poor income range, 
and in the year 2000 even if you have some that are well to do, you 
will still have the problem of a number at the lower ends. 

I think some groups will be able to pay more and to build in a 
plan such as one that is financed through an income-related premi- 
um would let them contribute as they are able to. 

Mr. Wyden. One thing I feel about private insurance is that, to 
some extent, with private long-term care insurance it is demand 
out there looking for a supply. I think if we can just boost it along 
with legislation like mine to share information and guidelines 
about what policies ought to look like for both the industry and 
consumers not mandatory guidelines or some kind of coercive Gov- 
ernment program, I think wt an come up with an approach that 
is going to be able to be attractive to a significant portion of the 
market. One of the reasons I like it is that that will free up the 
limited Government resources for those who can afford it. I wonder 
if you might want to comment on that as an appraisal. 

Ms. Davis. I think certainly trying to encourage that, set stand- 
ards for that would be a good step, but I think what we have seen 
with some of the private plans is that they try to selectively 
market to the relatively healthy, so retired schoolteachers, college 
professors are a great group to try to get into a long-term care in- 
surance plan, but you do not want to move into communities that 
have serious poverty or a high incidence of chronic conditions. So I 
think what you have to worry about is whether they will try to get 
the 80 percent of the elderly who are never going to wind up in 
nursing homes and market to them. I do not think that is going to 
be a complete solution and am skeptical that it will be a m^jor so- 
lution. 

Mr. Wyden. I share your concern about what is called adverse 
selection, in effect, those who are healthiest and those who are 
most well today. It just seems to me that any time, when you have 
limited resources, if you have a private sector remedy for some who 
can afford it, that is all to the good. Then we can go forward and 
do what needs to be done, wmch you have correctly identified, 
which is to have a little more available for low-income people. 

I look forward to working with you on these kinds of things in 
the days ahead. I think the concerns are very valid. It seems to me 
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that when we have so few resources and that $2 trillion debt star- 
ing at us, we are ahead any time we can come up with some pri- 
vate sector approach that can meet some needs. I said in my open- 
ing statement I do not think it is going to meet all of them. There 
are a lot of low-income older people who cannot afford it. I think 
we ou^ht to go forward and do it. We find the job is easier with the 
expertise of you and Dr. Rowe. You talked about the older people 
who live alone. We know that they are very vulnerable. We would 
be interested in knowing whether you think there are some serv- 
ices that we ought to tauor just to them and whether it is going to 
take a special kind of approach to deal with that group of often 
vulnerable people. 

Ms. Davis. 1 think that there are some things that we need to 
worry about with the elderly living alone. Dr. Rowe mentioned the 
prospective payment system and its incentive for early dischaif^e. I 
think we need to worry about this a lot with regard to the patient 
with no one at home to help them. So if they have to walk up 
steps, fix a meali it is tougher for them. So piurticular provisions, 
whether it is a continuing payment rate to the hospital to keep 
those elderly that live alone a little bit longer in the hospital or 
some foster care situations so that there is a place they can go for 
a few weeks while they convalesce or whether it is a nursing nome 
or different type of care setting, but I think that the elderly patient 
who lives alone cannot cope with an early discharge from a hospi- 
tal the way a patient can who has a spouse or other members at 
home to help with the tasks. So I thinK the hospital discharge is 
something we need to worry about. 

In addition, I think these people need more intensive both home 
health services and also the home help service. They are going to 
need more frequent visits during the week of some outside person- 
nel coming in to provide these types of assistance. So I think par- 
ticularly setting up some tvpe of a direct grant program for these 
home help services would be of particular benefit to these elderly 
individuals who live alone. 

Mr. BujRAKis. I ask, from the standpoint of the long-term care 
patient, what, if anything, should we be trying to do as far as mal- 
practice is concerned? Yon mentioned the increase, continued in- 
crease in medical costs et cetera. That certainly is part of it. 

Dr. Rowe. I mean I do not know if yon are referring to the possi- 
bility that there is too much malpractice or whether the issue that 
malpractice premiums are so hi^n for physicians practicing geriat- 
rics, this is not a high malpractice area uke obstetrics or orthope- 
dics. I want to addr^ the general issue. 

I think that one of the things that we could do to improve the 
health care of tiie elderly in this country, and that is what we are 
talking about here, is it might not be a bad idea if we had some 
more geriatricians. In your district in the west coast of Florida and 
in Mr. Wyden's district there are cities with geriatricians. The 
growth of geriatrics as a specialty in medicine has occurred at the 
same time that the Federal Government has decided not to support 
training programs for medical spedalists. So we are caught in the 
middle, n you want to improve the health care of elderlv in long- 
term care facilities, improve the training of doctors in the health 
care of the elderly. 



40 



87 



Mr. B1URAKI8. You are getting away from the original question. 
Going to what you have Just told us, should we, in a sense, be en- 
couraging the medical schools, as far as their selection process is 
concerned, to see that more people go into that? Right now, as far 
as I am concerned, and I have personal experience, it is done on a 
cold type of a basis. If you have a certain undergraduate score, you 

Gt into medical school and your particular interest is forgotten 
ter on. 

Dr. Rowi. I agree. The criteria to get into medical school is strin- 
gent. Years of experience have shown the difficulty in selecting 
medical students based on whether you think they are going to go 
into practice or research or whatever. We have a research*intensive 
medical school and most of our graduates wind up in practice. You 
cannot really Judffe college students as to that ultimate career 
before they have the experience of medical school. You can encour* 
age and support medical schools in teaching geriatrics to the stu- 
dents. When I graduated from medical school, in 1970, there was 
no curriculum in geriatrics. As of last year approximately 50 per* 
cent of medical schools had geriatrics in the curriculum, so we 
need support for medical schools to include geriatrics and to train 
people to be geriatricians. There are very few resources available 
to support the training of doctors who want to take care of the pa- 
tients in nursing homes. That is the problem and it is a major 
problem. 

Mr. BiURAKis. Thank you. I certainly agree with you there, al- 
though I sometimes think maybe since federal dollars go a long 
way towards medical education— and I am a free enterpriser— but I 
wonder if we should take a little bit of a lead insofar as being sure 
that the certain specialties where we do have a shortage are, in 
fact, filled in some way or another? 

But on malpractice, my concern is that, from the patient stand- 
point, it would seem that there should not be any limitations in 
terms of malpractice amounts, the recovery amounts and things of 
that nature. Prom the patient standpoint, it would seem, and yet 
from the patient standpoint also medical costs keep going up and 
that is a very salient reason why, not the only reason, but a salient 
reason why they are going up. So what should we be doing, if any- 
thing, in that resard from the patient standpoint? 

Very quicklv. I know we are taking a long time here. 

Dr. RowK. What I would like to do, given the time, is provide you 
with some detailed response to that. 

Mr. BiURAKis. That would be fine. 

Dr. Davis, if we could get some sort of response from you in that 
regard too, a^n from the patient standpomt, I would appreciate 
it. My appreciation to both of you for taking time to come nere this 
morning. 

Mr Wydbn. Unless either of you have Airther comments, we 
thank you for giving us all this time this morning. As usual, you 
give us much to follow up on and to work with, and we thank you 
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THE JOHNS HOPKINS UNIVERSfTY 
School of Hygiene and Public Hootth 
Dapoftment of Htotth Wlcy and Monooement 



Ktwn OOAt Oxw man Wl-W-SMS 



October 31, 1985 



Tho Honorablo Honry A. waxaan, chairaan 
subcomittoo on Health and the BnvironMent 
conaittee on Bnorgy and conneroa 
U.S. House of Repreaentativee 
2419 Raybum Houae offioa Building 
Washington, d.C. 20515 

Dear Mr. waxaan: 

I aa writing to thank you for the opportunity of testifying 
before the subooaaittee on Health and the Bnvironaant on the 
health and long-tera oare needs of the elderly on October 18 « 
1985. 

In response to Reprasentativa Bilirakis' request for further 
inforaation regarding a plan for long-tera oare, I aa subaitting 
for the racord the final chapter froa ay book entitlad if*dtfl«^-a 
PQliOVJ New Direotlona for H^ali^h »nd T^n«^ar« gur^. This book 
will be released this Novaaber by The Jobns Hopkins Univer- 
sity Press. 

This chapter presents an overview of ay views on the need 
for an integrated approach to reforaing the financing of acute 
and long-tera care for tha elderly. This approach is analysed in 
teras of iapact on beneficiaries, financing and adainistrative 
feasibility. I would be happy to work further with the Sub- 
ooaaittee to develop an effective initiative in this iaportant 
area. 

In addition. Representative Bilirakls requested inforaation 
on the aalpractica araa. I aa, therefore, subaitting for the 
record a aeaorandua froa Dr. lAura Korlook on aalpractica 
issues. Dr. Norlock, an associate professor in the Departaent of 
Health Policy at The Johns Hopkins school of Hygiene and Public 
Health, is conducting a detailed analysis of the aalpractica 
claias involving physicians and hospitals in Maryland. 

Again, thank you. If I can be of any further assistance to 
the Subooaaittee, please let ae know. 

Sincerely, 



Karen Davis, 
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MEMORANDUM 

TO: The Honorable Henry A. Uaxman, Chairman 

Subcommittee on Health and the Envlroranent 
Comnlttee on Energy and Commerce 
U.S. House of Representatives 
2415 Rayburn House Office Building 
Washington, D.C. 20515 

FROM: Laura L. Morlock, Ph.D. 

Associate Professor 

Department of Health Policy and Management 
School of Hygiene and Public Health 
The Johns Hopkins University 
624 N. BroadMay 
Baltimore, Marylahd 21205 

DATE: November 6, 1985 

Impact of Malpractice Issues on Health Care Costs 

The following memorandum simroarlzes available evidence regarding the current 
Impact of malpractice issues on health care costs. It Is submitted for the 
record In responsi to a request from Representative B11 Irakis during the 
October 18, 1985 hearing held by the Subcommittee on Health and the Environ- 
ment on the health and long term care needs of the elderly. Included In the 
discussion are the following: recent trends regarding frequency of malpractice 
claims and size of settlements and awards to claimants; recent trends with 
respect to the cost of liability insurance premiums; estimated costs of 
"defensive medicine", and; estimated costs to patients and the health care 
systOD of provider negligence. 

Frequency of Malpractice Claims; Recent Trends 

Professional liability claims against health care providers began to 
Increase rapidly during the first half of the 1970s, declined In frequency 
during 1975-78, and then began to Increase significantly after 1979. Most 
estimates of claims Incidence show at l^ast a doubling In claims frequency 
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aftir 1979. The National Association of Insurance Commissioners found that 
the average Incidence was 3.3 claims per 100 physicians prior to 1978, and 
b.O claims per 100 physicians during the late 1970s and early 1980s. ^ 
According to statistics compiled by the American Hedical Association which 
are based on their national surveys of physicians, in the years prior to 1980 
there were an average of 3.3 claims for every 100 physicians; between 1980 
and 1984 the number of filed claims per 100 physicians Increased to 8.4.^ 
Significant Increases also have been experienced in claims against hospitals: 
The St. Paul Companies, for example, have reported that hospital claims rose 
from 1.75 per 100 beds In 1979 to 3.0 pet' 100 beds in 1983. ^ 

The freqqency of malpractice claims has been shown to vary substantially, 
however, by geographic area, by specialty and by other provider characteristics. 
Adams and Zuckerman analyzed data from the AMA's 1982 Socioeconomic Nonltoring 
System survey of 3817 physicians.* These data Indicate that, on average, 
physicians incurred twice as many claims per year during 1976-1981 as they 
did during their careers prior to that period. The annual frequency of claims 
was found to be greater among surgeons, obstetricians and gynecologists. (08Gs), 
physicians in group practice, and physicians in states which apply the legal 
doctrine of Informed consent. Analysis results also suggest that the number 
of years since medical residency Is positively related to physicians' claims 
Incidence during the first 27 years of practice, and that OBGs and medical 
speclaltlsts who report spending more time with their patients per office visit, 
on average, incur fewer claims. 

Data collected through Interviews with 1240 physicians by the ANA*s 
Socioeconomic Monitoring System during 1983 examined changes before and after 
1978 In the Incidence of claims.^ The Increase In the annual rate of claims 
between the two time periods was statistically significant for general and 
family practitioners, surgeons, physicians in the northeast and north central 
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regions, male physicians and those practicing In urban areas. 

The frequency of malpractice claims against obstetricians and gyne- 
cologists has been viewed as particularly problematic. The American College 
of Obstetrics and Gynecology (ACOG) has reported that the frequency of law- 
suits against OBGs tripled between 1979 and 1984. Sixty percent of OBGs 
have been sued at least once; 20X have had three or more claims filed against 
them, while almost half of New York State OBGs have been sued at least three 
times. ^ 

Recent Trends in Size of Awards/ Settlements 

The average size of malpractice awards and settlements has experienced 
first a steady increase and then a dramatic upswing during the entire 1975-1984 
time period. The St. Paul Companies have experienced growth in average loss 
per physician claim (a figure that includes allocated loss expense, including 
defense and administrative costs) from approximately $9000 in 1974 to $23,000 
in 1984? During this sane time period St. Paul's average loss for claims 
against hospitals rose from approximately $5800 to $12,300. Data from 
physician-owned insurers indicate an increase in average paid loss per claim 
from $20,396 in 1979 to $72,243 1n 1983.^ 

Juries (and panels under pretrial screening and arbitration mechanisms) 
resolve only a small percentage of malpractice claims, but Jury and panel 
awards are known to influence the level of out-of-court settlements, and 
are believed to provide incentives for patients and attorneys to pursue 
claims. According to Jury Verdict Research, one reporting service, the midpoint 
(median) of a typical verdict against a physician was $48,500 in 1975, and 
the average was $94,947. For 1983-84, the reported midpoint verdict was 
$200,637, and the average was $338,463. ^ During the past decade very large 
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■wirdt hi VI bKOM IncrM singly common: Only 4 awards of $1 million or more 
wen reported to Jury Verdict Research In 1976, compared to 45 such awards 
In 1981 and 70 in 1983* The St. Paul Companies, who currently have a 15t 
share of the national medical italpractlce insurance market, report that 
thay are now experiencing e $1 million settlement or verdict every weekJ^ 
The average cost per malpractice claim, like claim frequency, varies 
significantly by state, with a thirtyfold range between the most and least 
litigious states. Size of awards and settlements also vary dramatically 
by specialty, with obstetrlcs/gynecology ranked highest due to the Increasingly 
large payouts (often $1 million or more) in cases Involving birth-Injured 
Infants. 

Cost of Liability Insurance Premiums 

Growth In average malpractice premium costs during 1976-T963 In general 
was much slower than growth In the frequency of claims, size of awards and 
settlements, or than Increases In the Medical Care Price Index* The National 
Conference of State Legislatures reports that between 1976 and 1983, average 
pl\ys1c1an premium expenses grew only 5U (from $4700 to $7100)»we11 below 
the nearly lOOt Increase In the Medical Care Price Index for the same period .^^ 
According to AMA-complled statistics, average malpractice premium expenses 
equaled 4.4t of gross income for physicians in 1976, compared to 3*7Xof 
gross Income In 1983. 

In the last two years, however, malpractice Insurance premiums have 
Increased significantly. While Insurance premiums for the total medical 
professional liability Industry Increased 30.8t between 1977 and 1983 
(from $1.20 billion to $1.57 billion), malpractice Insurance losses soared 
144.8t (from $817 million In 1979 to approximately $2 billion In 1983). Ouring 
the late 1970's and early 1980's, return on Investments at high Interest 
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rates still permitted overall profit-making among companies writing malpractice 
insurance. By 1984, however, Best's Insurance Management Reports concluded 
that "medical malpractice is reaching the point of no return in terms of 
producing investment income from loss reserves that exceeds the underwriting 
loss."^3 Insurance companies have responded with substantial increases in 
malpractice insurance premiums. St. Paul's rates, for example, rose 15-20% 
per year for physicians during the early 1980's, increased on average by 
25-30X in 1984 and are expected to increase by another 3035 this year. 

Growth in premiums has varied substantially by geographic area and by 
specialty: Physicians in urbanized areas; in states such as New Ybrk, 
California and Florida; and in "high-risk" specialties such as Obstetrics, 
Anesthesiology and Neurosurgery have been particularly hard hit. According 
to AMA data, for example, the premium for all physicians rose 434X between 
1970 and 1982, The increase for general and family practitioners during this 
time period was 270X, however, while the increase was 528% for surgeons .^^ 
St. Paul's rates effective July 1, 1985 for $1 million/$3 million coverage 
were $1369 for a relatively low-risk General Practitioner in Arkansas, compared 
to $92,570 for the same level of coverage for a Miami neurosurgeon.^^ St. 
Paul's rates for hospitals ranged from a little over $200 per bed in South 
Carolina to over $1000 per bed in Florida. 

Impact of I ncreasing Liability Premiums on Health Care Costs 

It is frequently argued that escalating liat iUy insurance premiums 
are increasing consumer's health care costs. The California Medical Association 
estimated, for example, that in 1982 malpractice insurance premiums added 
$5 a day to the cost of every hospital stay and $3-4 to the cost of every 
visit to a doctor. The New York State insurance department estimated that 
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15-17t of a recent Blue Cross/Blue Shield premium Increase went to 
hospitals' Insurance bills. 

The direct costs of the recent Increase In malpractice claims and 
awards are usually cited as the amounts paid by providers In Insurance 
premluns (currently estimated at approximately $2 billion per year), the 
funds used to underwrite provider-owned Insurance companlest the costs of 
risk management programs* and fees for legal counsel. In addition* It Is 
frequently argued that the current malpractice situation contributes to 
health care costs through the practice of "defensive medicine"— defined as 
unnecessary procedures performed by health care providers In order to protect 
themselves against potential lawsuits. The AMA currently estimates that the 
"extra" diagnostic tests and procedures of defensive medicine Increase ex- 
penses by approximately $15.1 billion per year.^^ This figure Is an estimate 
based on responses to a 1983 survey of practicing physicians conducted by the 
ANA. Forty-one per cent of physicians responding to the survey Indicated that 
they prescribed additional tests because of the fear of litigation; Z7.ZX 
provided additional treatment procedures; 35. 9t spent extra time with patients; 
56.7t kept more detailed records; 44t referred more cases to other physicians; 
34. 6t no longer accepted certain kinds of cases; and 31 .4t said they had 
raised their fees to compensate for the Increased costs of Insurance premiums.^ 

It should be noted* however, that critics of the ANA's position* such as 
Patricia Danzon* argue that the malpractice system functions as a deterrent 
to Improper and negligent treatment. She has argued In Senate testimony that 
certain "defensive" activities* such as Increased time with patients and the 
referral of difficult cases "are precisely the types of Increased care which 
the malpractice system Is Intended to encourage. "^^ Danzon also points out 
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that It Is Impossible to distinguish defensive medicine from the over- 
utilization that results from the economic Incentives Inherent In fee-for- 
servlce medicine. 

Estimated Costs of Provider Negligence 

Injuries resulting from provider negligence also must be considered 
a significant cost to the health care system. Danzon argues, for example, 
that the real cost of malpractice Is the cost of medical Injury, which she 
estimates at $24 billion a year. This estimate Is based on a detailed study 
conducted by Don Harper Hills In 1974 for the California Hospital Association 
and the California Medical Association. Study results Indicated that about on 
In 126 hospital acfenlsslons leads to an Injury due to medical negligence. 
Using these data, Danzon concluded that "at most one In 10 of these Injured 
patients filed a claim, and at most one In 25 received compensation through 
the tort system. "^^ 

It should be noted that awarding reparations for Iatrogenic Injuries 
creates no new costs but simply shifts to providers and the public costs that 
w^uld otherwise be borne privately. Shifting of these costs through the 
current tort system, however, may In Itself be expensive. Administration, 
claims evaluation and litigation costs (Including plaintiff attorneys' contin- 
gency fees and defense attorneys' hourly fees) absorb more than half of each 
premium dollar. 20 Current estimates are that only 28 to 40 cents of each 
premium dollar ultimately goes to Injured parties. 21 
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CHAPTER 6 

AN INTEGRATED APPROACH TO REFORMING FINANCING 
OF ACUTE AND LONG-TERM CARE FOR THE ELDERLY 

Reforming the financing of acute- and long-term-care 
services for the elderly should address several problems 
Inherent In the current system. These Include the financial 
burdens the elderly Incur because of serious gaps In coverage 
and limitations rn benefits, the projected deficit In the 
Medicare Hospital Insurance Trust Fund, the general problem 
of rapidly Increasing expenditures for both hospital and 
physician services for the elderly, and the fragmented and 
Inadequate coverage of long-term care tod^y. 

Various proposals that have been advanced address some 
aspect of the problems with the current system. Yet they 
fall both to deal comprehensively with flaws In the current 
approach and to take advantage of trade-offs and coordination 
that could be achieved by a single Integrated plan. By 
dealing with only one aspect of the current system, they 
seem unlikely to address the underlying problems In a satis- 
factory manner. 

!• A Proposal for an Integrated Approach 

A more promising approach Is to reform both Medicare 
and Medicaid to address' directly. In a fiscally responsible 
manner, their shortcomings In meeting the health and long-term- 
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cart nttds of tht tidtrly. This Involvts rtthlnklng tht 
tntirt ttructurt of tht progranSt Including currtnt tllglblllty 
provlslonSt btntfltt, financing sourcts. provldtr paymtnt 
Mthods. administration, and tht nttd for innovatlvt ftaturts 
to rtform tht dtllvtry of strvlcts* 

Tht basic strattgy tndorstd htrt would bt to iitrgt 
tht Hospital Insuranct (HI) and Suppltmtntary Ntdlcal Insuranct 
(SMI) parts of Ntdlcart Into a singit plan* dtvtlop a ntw 
voluntary long-ttnu-cart plan as part of tht program, and 
dtsign a stparatt Ntdlcald program for Mtdlcart btntflclarlts 
that would provldt wrap-around prottctlon for 1ow-1ncomt 
tidtrly* 

0 Covtragt * Tht ntw Ntdlcart program would covtr 
tvtryont 65 or oldtr (not Just thost covtrtd by social stcurlty) 
and tht disabltd who qualify undtr currtnt tllglblllty provi- 
sions. Tht ntw Ntdlcald wrap-around covtragt would bt txttndtd 
to all tidtrly poor, with a sptnd*down provision for tht 
near-poor* 

0 Btntflts * All the currtnt Hedlcart btntflts would 
contlnut In tht new plan, but tht limits on covtrtd hospital 
days would bt removed. Deductible and coinsurance provisions 
for hospital and physician services would be continued* 
However, a new celling on out-of-pocket expenses of the 
elderly would be Intorporated, set Initially at $1,500 and 
Indexed over time with the growth In program expenditures* 
Expenses counting toward this maximum celling would Include 

2 
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•11 out-of-pocket p^ymnti for hospital, physician, and 
other Medicare benefits, plus those for prescription drugs* 
Once an elderly person had paid $1,500 In a given year for 
these. Medicare would cover all additional expenses. 

The optfonal long-term-care plan under Medicare would 
cover nursing home care (In qualified Skilled Nursing Interme- 
diate Care Facilities), home health services (In addition 
to the more limited home health benefits now available In 
the acute-care Medicare p1an)» and day hospital services* 
These services would be subject to a 10 percent coinsurance 
charge, and would have a celling on out-of-pocket costs 
of $3,000 annually. Elderly Americans wanting this coverage 
could enroll at 60, but benefits would not be Initiated 
until the person had been enrolled in the plan at least 
five years. No one could enroll after age 70. This plan 
would be supplemented with a direct grant program to public 
and non-profit community organizations to provide help at 
home, such as chore services and personal care services, 
for the functionally impaired. 

The Medicaid wrap-around plan would cover the cost- 
sharing payment required under the acute-care part of Medicare 
for all elderly with incomes below the federal poverty level. 
A spend-down provision would assist those whose Incomes 
after out-of-pocket .expenses would be reduced to below poverty. 
The current Medicaid courage of long-term care would continue 
as a safety net for those elderly poor unable or unwilling 
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to obtain the voluntary long-term-care coverage under Medicare. 

0 Financing, HI and SMI Medicare Trust Funds would 
be merged. The current HI payroll tax would be retained 
as a source of revenue for the new fund and would continue 
at Its current legislated rate. General revenues currently 
projected to support SMI would be added to the fund, and 
the current SMI premium would be replaced with an Income- 
related payment. This new Medicare premium would be set 
at 2.5 percent of taxable Income of the enrollees (compared 
with a current premium projected to be $203 In 1985 • approxi- 
mately 2.0 percent of Income) » and would be administered 
through the personal Income tax system. The definition 
of Income would be broadened, to be consistent with social 
sectn^lty provisions for taxing the benefits of higher-Income 
elderly. 

The new premium would be capped at $1,000 annually, 
so that no elderly person would be required to pay a premium 
exceeding 50 percent of the actuarial value of Medicare. 
A minimum annual premium of $100 would ensure that all elderly 
Americans made some contribution; for those not required 
to pay Income taxeSp this minimum premium could be paid 
directly to Medicare. Both the minimum and maximum premium 
rates would be indexed over time with Increases in program 
expenditures. Additional revenues for the Medicare Trust 
Fund would come from doubling the current tax on cigarettes. 
These funds would be earmarked for Medicare, and added to 
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tht trust fund* 

Opt 1 onal 1 ong-ttm-cart covtragt would bt aval 1 abl t 
for an IncoM-rtlattd pratnluin stt at 4*0 ptrctnt of IncoM 
for thost wtio onroll at 60 (and Incrtasing for thost postponing 
tnro1lMnt)» with a slnlmiR annual pramluiR of $200» Fadtral 
gtnoral rovtnuts would bt uitd to Mtt any long-ttm-cart 
txptndlturtt not covtrad by tht pramlum (as happtns now 
with tht SNI taction of Ntdlctrt). Ctttgorlcti ftdtrti 
grtnt funds could tsttbllsh hotit htip strvlct progrtms through 
public or non-profit cosmunlty orgtnlzttlons* 

Tht ftdtral govtmMnt would assunt all tht cost of 
Ntdlcald suppltntntatlon of Mtdlcart acutt-cart cost-sharing. 
Howtvtr» ftdtral support for rtsldual Mtdlcald long-ttns-cart 
covtragt for Mtdlcart btntflcl arias would bt rtductd by 
half tht currtnt contribution rata* For ar\yont rtctlving 
long-ttna-cart through Ntdlcald* rathtr than tht voluntary 
p1an» Ntdlcald would assuM tht full cost— not just tht 
colnsuranct provisions in Ntdlcart* 

0 Provldtr ^amnt. Inprovtd btntflts and txpandtd 
financing of acuta and long-ttni cart would havt to bt coupltd 
with strlngtnt cost-contalnntnt Mtsurts* Jht currtnt pro- 
sptctlvt pityMnt systtn for hospitals undtr Mtdlcart would 
bt rttalMd and ttrtngthintd. A riildual all-pityir hospital 
proiptctlvt piofMRt lyitM coviring privattly Iniurtd patltnti 
•• Mil M Mtdlcart and Mtdlcald btntflclarlti iiould bt 
tdopttd for tlioit itatts that do not voluntarily Join In* 
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A prospectlvt physician payment system would be established, 
end physlclens would be required to accept Medicare rates 
for services rendered to hospital patients. A prospective 
payment systfm for nursing homes would be also be established, 
taking Into account the level of complexity Involved In 
the care of patients with different functional Impairments. 
Payment on a capitation basis would be encouraged for health 
malntenar.e organizations. Demonstrations to test capitation 
payment for nursing home patients, covering both acute and 
long-term care, would be Instituted as a basis for evolving 
a longer-term prospective payment system based on capitation. 

0 Delivery of Services . Appropriate care would 
be encouraged through the assessment of patient conditions 
and by making long-term-care benefits contingent upon necessity, 
as determined by qualified physicians. Profiles of practice 
patterns would be established for all benefits, and utilization 
review Instituted for all claims falling outside accepted 
norms. Emphasis would be placed upon avoiding Institutional 
care — either In hospitals or nursing homes — where possible. 
Pre-admission assessment would be required for nursing homes. 
Day hospital services would be covered under the voluntary 
long-term-care plan as an alternative to Institutional care. 
Respite care would also be provided so that family members 
supporting a functflonally Impaired elderly person at home 
could have periodic breaks. Grants to public or non-profit 
organizations to provide home help services would enable 
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■opi functionally Inpalrid ilderly to rtmaln In their homes. 
These services muld also be based upon need and level of 
dependency. Volunteers In honie help agencies could earn 
credits to be applied toward their own voluntary long-term-care 
premiums. 

II. Analysis of the Proposal 

Several questions should be raised about ar\y proposal 
to reform the Medicare program. 

0 What Is the likely Impact of the proposal on 

Medicare enrol lees? 
0 How will the proposal be financed? What Is Its 
likely cost? And who will bear the burden of 
this cost? 

0 How does the proposal relate to the existing system 
and Is It administratively feasible? 
A. Impact on the Elderly 

The proposed reform would remedy many of the most serious 
gaps In the current Medicare program. It would guarantee 
coverage for all the aged, regardless of Income, race, or 
prior work history. It provides comprehensive benefits. 
Including care for acute and chronic health conditions and 
assistance In coping with functional limitations. It removes 
the heavy financial burden that currently falls on the elderly 
near-poor, those with chronic conditions requiring Intennlttent 
acute care, and those wKb require long-term care. The financial 
security and peace of mind that come from a celling on maximum 
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financial responsibilities for health care should go a long 
way toward meeting the elderly's most basic concern — the 
threat of Insufficient funds to receive care throughout 
life. 

Th^ emphasis ufon alternatives to- nursing home care 
and on adequate financial protection should nursing home 
care be necessary provide Important new benefits to the 
old. Current procedures work serious hardships on those 
unable to care for themselves. Financial access to long- 
term-care services In the home or community Is an Important 
barrier presently. Only those who are Impoverished can 
hope for some assistance from Medicaid. As a result, many 
middle-class elderly must enter a nursing home» exhaust 
their resources* and eventually qualify for Medicaid. A 
better alternative ^ould to support the person or the family 
to ensure that care could be provided In the home. 
B. Financing 

The proposed system of financing would guarantee the 
fiscal solvency of Medicare through 1995» and through a 
more flexible approach, while simultaneously Improving benefits. 
The combination of revenues from the payroll tax. general 
revenues, cigarette taxes, and premiums should provide a 
stabler source of support than the current system faces. 
Furthermore. If future projections prove Inaccurate — for 
example. If provider cost controls and Incentives have more 
or less Impact on expenditures than predicted — premiums 
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OP the contribution from general revenues could be adjusted 
easily. 

The deficit in the Medicare Hospital Insurance Trust 
Fund is projected to reach $250 billion by 1995*. The proposed 
hospital payment limits would reduce this to $95 billion 
over the 1985-95 period (Ginsburg and Noon. 1984). Hore-recent 
estimates based a better performance of the econon^y and 
slower inflation in health care costs drop the projected 
deficit further (Medicare Trustees, 1983). Other proposed 
reforms of physician payments and of incentives to promote 
alternatives to hospital care could be expected to lower 
the deficit further. It is reasonable to expect that the 
cumulative deficit without expanded benefits or new sources 
of revenue would be about $50 billion over the 1985-95 period. 

If fully implemented in 1985, the expanded acute-care 
benefit package proposed here would add $1.5 billion to 
the cost of Medicare. This comes from placing a $1,500 
ceiling on maximum out-of-pocket expenditures (Gornick et 
al., 1983). Over 10 years, improved benefits could add 
as much as $25 billion to the cost of Medicare. Thus, the 
total new revenue required to both remove the current projected 
deficit and improve financial protection for the elderly 
1$ approximately $75 Mil ion from 1985 to 1995. 

The proposed ..doubling and earmarking of the cigarette 
tax Mould generate $57 Billion in revenue over this period 
Senate Aging Committee. 1984). The proposed Medicare premium 
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would generate an additional $25 billion In revenues. (Each 
l.O percent of Income paid In premiums generates $50 billion 
In revenues over 1985-95; see Davis and Rowland* 1984*) 

The Impact of an Income-related premium on different 
groups of the elderly hinges on the specific manner In which 
the premium varies with Income* Table VM Illustrates 
the distributional Impact of four premiums using alternative 
percentages of adjusted gross Income* Option 1 Is a fixed 
premium for all Medicare beneficiaries with family Incomes 
above $10»000* No premium would be assessed for those with 
Incomes under $5»000* Premiums for beneficiaries with Incomes 
between $5»000 and $10»000 would be on a sliding scale* 
Option 2 Is a premium set at a constant percent of adjusted 
gross Income* The Premium In Option 3 Is a constant percent 
of taxable Income* Option 4 has a premium set at a constant 
percent of tax liability— that Is* a tax surcharge* 

The fixed premium would be regressive at Incomes above 
$10»000* In other words* It would represent a higher fraction 
of Income for the elderly with Incomes between $10*000 and 
$15,000 than for those with Incomes over $25*000* Option 
2* the premium set at a fixed percentage of adjusted gross 
Income* Is by definition a proportional tax* All older 
Americans would pay the same fraction of Income to finance 
Medicare* The levy on taxable Income Is moderately progressive* 
Virtually no premium would be due from someone with an Income 
below $5 » 000* but the elderly with Incomes above $10*000 
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NOuld all pay approximately the same proportion toward the 
program. Option 4 — the tax surcharge — 1i the most progrei- 
ilve method of financing; those with Incomes beloM $5,000 
would pay virtually no premium; those between $5,000 and 
$10,000 would pay about 0.4 percent of Income; the elderly 
with Incomes between $10,000 and $15,000 would pay 0.9 percent; 
and those with Incomes over $25,000 would pay almost 2.6 
percent of their Income. 

All the options for varying the premium with Income 
are more equitably distributed than a plan that raised similar 
revenues from hospital coinsurance charges. Under the premium 
approach, all elderly (except the low-Income If so specified) 
would share In the financial burden. Under the hospital 
coinsurance approach, however, only the 20 percent of the 
elderly who are hospitalized would contribute toward reduction 
of the deficit. Those chronically m elderly could be 
faced with quite burdensome contributions under hospital 
coinsurance. Approximately one-fifth of the elderly at 
all Income levels are hospitalized during a year; the average 
days of care are somewhat higher for lower-Income elderly. 
As shown In Table VI-2. raising a comparable amount of revenue 
from hospital coinsurance would place enormous financial 
burdens on the low-Income elderly who were hospitalized. 
Even If Medicaid were to assume these amounts for the 3.5 
million elderly It covers, serious financial burdens would 
be felt by people with Incomes just above Medicaid ellgl- 
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Tiblt VI-1: Diftributional Impact of Alternative Incoaie-rtlatad Pr«m1um$,* 1985 



^Option 1 Option 2 Option 3 Option 4 

Flxtd Dollar PrwiliMi tet Prmlum set Premfum tet 

^ ^ Prewlum at conttant at constant at constant 

Adjusted Gross Reduced for percenUge of percenUge of percentage of 

Income Class Poor adjusted gross taxable tax liability 

IncoRie IncoNw 



Increased Revenue as a Percent of Adjusted Gross Income 



Total 


2.QX 


2.OT 


2.0X 


2,0» 


$0 - 4»999 


0.0 


2.0 


0.1 


0.0 


$5»000 - 9»999 


3.7 


2.0 


1.2 


0.4 


$10»000 - 14»999 


4.6 


2.0 


2.0 


0.9 


$15»000 - 19»999 


3.3 


2.0 


2.0 


1.2 


$20»000 - 24»999 


2.5 


2.0 


2.1 


1.4 


$25»000 and over 


1.0 


2.0 


2.1 


2.6 



Each option yields $5 billion revenues In 1985. 

Source: Calculated frof.i Brookings Institution 1980 personal Income tax file 
projected to 1965. Includes effects of 1981 tex act (ERTA) and 1962 
tex act (TEFRA)» but not the 1963 Social Security financing plan. 
Estimates for disabled based on Income of texpaying units with members 
aged 65 and over. 
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billty. For txamp1t» the hospitalized elderly with Incomes 
between the poverty i«vei md twice the poverty level would 
pay 16 percent of their income. In addition* such people 
would be likely to Incur substantial non-hospital out-of- 
pocket expenditures. Clearly, as a tax matter coinsurance 
Is the most Inequitable form of taxation that could be assessed 
on Medicare beneflcarles. , 

Premiums, which represent a fixed contribution to Medicare, 
could not be expected to encourage or discourage use of 
health care services. Thus, they would not pose a barrier 
to access to needed services . Hospl tal col nsurance, on 
the other hand, could reduce utilization, particularly for 
those elderly with modest Incomes who do not purchase supple- 
mentary private Insurance. Little Is known about what types 
of hospital st^ys would be eliminated. There Is a very 
real danger that burdensome hospital coinsurance charges 
would deter necessary care for many* vulnerable elderly and 
quite obviously they would place serious financial burdens 
on a chronically 111 group of older Americans. 

It should also be recognized that since the new premium 
would replace the current one (set at $203 annually In 1985), 
many elderly would pay less under the proposal than th^ 
do now. The elderly near-poor would pay 2.5 percent of 
Income, with a minlmuq required premium of $100. Thus» 
older persons with Incomes below $8,000 would be paying 
a lower premium than at present. 
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Table VI-2; Distributional Impact of Hospital Coinsurance^ 1977 



Income Hospital Coinsurance Payments 

Class as a percent of Income 

of hospitalized elderly 



Total MX 

Income below poverty level 27. IX 

Poverty to two times poverty level 16. 2X 

2 to 4 times poverty level 6.2X 

Over 4 times poverty level 2.2X 



^Coinsurance set to yield $5 billion revenues. 

Source: Calculated from 1977 National Survey of Medical Care 
Expenditures, National Center for Health Services 
Research, U.S. Department of Health and Human Services. 
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Nearly all elderly would benefit financially from the 
requirement that physicians accept the Medicare allowable 
fee. Estimated savings to the elderly are $1«8 billion 
In 1985 from mandating assignment on physician services 
to hospital Inpatients (HCFA, 1983). 

With the Improved financial protection afforded by 
Medicare* many elderly might choose to drop quite costly 
Nedlgap supplementary private Insurance coverage. An estimated 
$8 billion Is spent by the elderly for such coverage (Senate 
Aging Committee, 1984). 

Cost estimates of the long-term-care component of this 
proposal are more difficult. The fiscal soundness depends 
upon the extent to which the coverage Is obtained only by 
those In poor health. It seems that In fact the proposal 
could have appeal and that nearly all the elderly would 
opt for the voluntary long-term-care coverage. If so» the 
projected premium should be roughly adequate to cover the 
full cost of the coverage — although the use of general 
revenues Is proposed to pick up the balance should premium 
revenues fall short of outlaiys. Some demonstration of this 
proposal would provide an opportunity to estimate how elderly 
persons respond to the availability of such coverage. 
C. Administrative Feasibility 

Administering fn Income-related premium would represent 
a major departure frofi current administrative practice. 
Any systematic relationship of premiums to Income would 
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Ptqulrt. administration through tht ptrsonal Incomt tax 
systtm. Evtn with this approach, hOMtvtr, certain admlnl strati 
Issuts art ralstd. Lon-lncomt tidtrly Mho do not now flit 
1nco«t tax stattmtnts would bt rtqulrtd to do so undtr soma 
variations of this proposal • Dtclslons would bt rtqulrtd 
about tht dtflnltlon of Incomt' subjtct to tax social 
stcurlty ptnslons, tax-txtmpt bond Inttrtst Incomt, ttc. 
Tht disabltd rtctlving Ntdlcart would nttd to bt Idtntlfltd. 
Rults govtrning tax houstholds with both Ntdlcart and non- 
Ntdlcart btntflcarlts would nttd to bt dtslgntd. 

All thtst Issuts rtquirt rtsolutlon but do not rtprtstnt 
Insurmountabit obstaclts. Administration through tht Incomt 
tax systtm would tnsurt fair and tfftctlvt compllanct without 
tht dtffltaning admlnl strati vt proctdurts that mtans-ttsttd 
btntflts admlnlsttrtd dirtctly by Ntdlcart would tntall 
(Hsiao and Ktlly, ig84). It would also not tngtndtr tht 
compltxity and confusion that varying tht btntflt packagt 
with Incomt would crtatt. 

Tht othtr provisions of tht acutt cart proposal art 
rtlatlvtly straightforward to Impltmtnt. Currtnt rtcords 
art adtquatt to calculate tht $1,500 ctlling on out^f-pocktt 
txpendlturts, with the exception that the elderly would 
be required to submit verification of prescription drug 
outl^s If total e)(pend1tures are near the $1,S00 celling. 

The long-term-care administration would build on the 
current system* The direct grant program for hone help 
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strv1c«s could use tht existing network of voluntary agencies^ 
senior citizens* groups^ and community organizations to 
ensure the availability and delivery of needed home help 
serv 1 ces • .The 1 ong-term-care 1 nsu ranee component cal 1 s 
on the admlnlstrati expertise embodied In current financing 
programs for the aged and should be able to maintain the 
record of administrative efficiency demonstrated by Medicare. 
Ill* Summary 

'Medicare Is extremely Important In assuring many vulnerable 
older Americans of the necessary protection from financial 
hardship that major Illness can bring. It Is unthinkable 
that needed measures to ensure Its financial soundness will 
not be taken. More-effective cost controls and Incentives 
for health care providers than have been Instituted to date 
are vital. *Even with such measures^ however. Medicare expend- 
itures are likely to continue to outstrip currently expected 
revenues. 

Relying on patient charges for health care services, 
such as hospital coinsurance, would concentrate payments 
on the chronically 111, many of whom have extremely modest 
Incomes. Increases In payroll taxes or diversion of funds 
from general revenues are not promising for the next few 
years, given major Increases In pi^yroll taxes that have 
already occurred and the unprecedented deficits In the federal 
bud get • 

To ensure the financial soundness of Medicare, It seems 
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Iffptra^lvt that • fundamtntal rtfom of Nidi cart's financing 
b« undtrtaktn. Tht proposal aiadt htrt Is to mtrgt tht HI 
and SMI portions of Ntdlcart, ulth a coinblntd Ktdlcart Trust 
Fund financtd by currtntly schtdultd HI payroll taxts, gtntral 
rtvtnuts currtntly projtcttd to mttt SMI txptndlturts, tamarktd 
cigartttt tax rtvtnuts, and a ntw Mtdlcart prtMlun rtlattd 
to tht IncoM of tht tnrolltt. Tht fltxIbllUy of alttring 
prtmluMS or gtntral rtvtnut support dtptnding upon rtqulrtmtnts 
of tht program, tht tfftctlvtntss of cost«conta1nmtnt mtasurts, 
and budgttary consldtratlons would bt grtatly tnhanctd by 
a Mtrgtr of tht two parts of Mtdlcart. 

Rtllanct upon a prtmlum that varlts with Incont would 
guaranttt that a^y financial contribution by thost rtctlving 
Mtdlcart Is tqultably bornt and dots not plact a financial 
burdtn on arv group or ptrson. with an assurtd, stablt 
funding bast, Mtdlcart btntflts could bt txpandtd to fill 
many turrtnt gaps In acuta and long-ttm cart. Coupltd 
with provldtr cost controls, such as txttnslon of currtnt 
Units on hospital pi^ymtnts and physician ftt schtdults 
with mandatory assignment, this financing rtform could rtstort 
Mtd1cart*s original promlst tnsuring adtquate htalth cart 
for all oldtr Americans without tht thrtat of financial 
ruin* 

This proposal requires careful consideration and debate. 
But It should not bt forgotttn that mafv of our nation's 
most vulntrablt citlitns dtptnd upon Medicare to live their 
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llvti with dignity. ThMt rtform tioultf frtt thin of tht 
worry of fliiancui ruin that Mjor nintss can bring, uhlla 
ilMltantously afiurlng tha long-tarm adaquacy and fiscal 
stability of tho Madlcart progran. In tht currant cllnata 
of flieal ttrlngaficy» It It Important that m work to prottct 
and iMprovt tho tsitntlal charactar of thasa prograns, rathtr 
than diMantlIng a lyitan that hat brought MCh nttdtd protactlon 
to oldar tatrlcani. 
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Mr. Wydbn. The members of the second panel will present infor- 
mation on public programs and private mitiatives for financing 
long-term care service. Dr. Judith Feder» codirector, Center for 
Health Policy Studies at Georgetown University. She is author of 
numerous studies on Medicare and Medicaid and their role in fi- 
nancing both health and long-term care services. We are also 
happv to have Teri Louden, president of Louden & Company, a 
health care consulting firm that has done work primarily in the 
private sector. 

Thank you both very much for appearing before the subconunit- 
tee. Today we do have copies of your formal statements which will 
be included in the hearing record and if you would, we would like 
to ask you to take no more than five minutes to summarize those 
statements and then we wHU have questions for both of you. 

Dr. Feder. 

STATEMENTS OF JUDITH FEDER, PH.D., CODIRECTOR, CENTER 
FOR HEALTH POLICY STUDIES, GEORGETOWN UNIVERSITY; 
AND TERI L. LOUDEN, PRESIDENT, LOUDEN A CO. 

Ms. FiDDL I appreciate the opportunity to appear before you this 
morning. For all but the very rich, paying the bill for extensive 
long-term care means financial catastrophe. A year in a nursing 
home now costs about $18,000— almost twice the average income m 
the Nation's elderhr. Even a short stay in a nursing home, say 90 
days, costs about $5,000 or half tiiat average income. 

The catastrophe associated with the need for long-term care is 
not simply monetary. People needinff care at home face a different 
sort of catastrophe, the heavy burden th^ place on family and 
firiends who provide almost all the services they now receive. 

While insurance, public or private, is availaole to protect against 
other catastrophes like the need for hospital care, we lack both 
public and private insurance to protect people in need of long-term 
care. 

This morning I will describe to you the public financing we do 
provide for long-term care and the ways it foils short of true insur- 
ance protection. 

First is medicare, which does insure the elderly against a lai^ 
portion of their acute medical expenses. 

As you noted, the American Association of Retired Persons re- 
cently surveyed its members on issues of long-term care financing. 
Almost 80 percent of the people who felt th^y might need an ex- 
tended stay in a nursing home believed that medicare would pay 
for it 

As you said, the fact is that Medicare will not pay for it Elderly 
people^s confiudon may result from the fact that Medicare does 
cover some services m>ir real long-term care providers, skilled 
nursing facili t ies , and from some providers incorrectly jpercei^ as 
providmg long-term care, home health amndes. But whomever the 
providers, these Medicare benefits are short term, not long term. 

Although Medicare theoreticaUy covers up to 100 days of care in 
nursing homes, avera^ benefits, not stays, last about 28 days. 
Similariv, people receiving home health services typically recmve 
about 28 visits despite potentially unlimited coverage. 
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Why are benefits so limited? You alluded to that fact earlier. In 
order to restrict coverage to short-term» postacute care, Medicare 
includes a number of carefUlly crafted eligibility requirements: not 
only the prior stay in the hospital for the nursing nomo care» but 
also requirements that people need skilled care, that they need it 
on a daily basis or demonstrate evidence of rehabilitation potential. 
For home health benefits, people must be ''homebound'' and their 
care needs must be on an ''intermittent'' basis. Some people who 
need Cftre never satisfy these requirements and n ist who do satisfy 
them only for short periods. 

Furthermore, Medicare's limited benefit means limited revenues 
to nursing homes. Medicare provides so small a share of nursing 
home revenues that many nursing homes don't participate in the 
Medicare Program or are reluctant to serve medicare patients. 

Medicare's restricted coverage is not a new problem, but as we 
have heard this morning, the importance of that problem is grow- 
ing in response to Medicare's new prospective payment system for 
hospitals. As hospitals discharge patients sooner, more people can 
be expected to seek nursing home care. 

If nursing homes are not willing to provide that care or Medicare 
doesn't cover it, people will have problems in getting care and in 
paying for it. 

In sum, medicare provides no long-term and limited short-term 
protection. What about Medicaid? 

Medicaid is very valuable to the elderly. To the poor elderly, it 
fills many of the gaps that Medicare leaves out and for the poor as 
well as many non-poor elderly it finances nursing home services, 
but despite this valuable role, Medicaid has significant limitations. 

Foremost, Medicaid is not an insurance program. Medicaid does 
not protect people against financial catastrophe. It finances service 
after catastrophe occurs. To receive Medicaid benefits, that person 
must contribute all their resources except $25 a month for the cost 
of care. 

This requirement makes it very difficult for a person who has en- 
tered a nursing home to return home and also makes it quite diffi- 
cult for a spouse to maintain a standard of living or to finance 
services once care needs arise for that spouse. 

Eligibility based on impoverishment is probably the most widely 
recognized problem with Medicaid, but it is not the only problem. 

First, Medicaid is largely a State-designed and operated program 
and, as a result, protection yaries considerably from State to State. 

Second, State efforts to contain costs, while understandable, limit 
service availability. I don't have to tell this committee about the 
problems people face because most Medicaid programs do not cover 
in-home and community-based long-term care. 

The newly authorized waivers in that area are a new opportunity 
for States to offer these services, but cost and other constraints 
have limited the size of these programs and they remain quite 
small. 

Less well known is that cost containment efforts also limit the 
availability of nursing home care. States limit the nursing home 
bed supply through direct regulation— certificate of need— or by 
paying low rates for Medicaid patients. The result is more Medic- 
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aid-eligible patients seeking nursing home beds than there are beds 
to serve them. 

Since Medicaid pays less than private patients, nursing homes 
prefer the private pay and are reluctant to take the Medicaid pa- 
tients, especially the heavy care patient, the patient who requires 
the most intensive and costly care. As a result, the patient who 
most needs the bed has the greatest difficulty finding one. 

Although far better than nothing, the last resort approach that 
Medicaid takes is no substitute for true long-term care insurance. 
Reliance on individuals' own resources backed up by a welfare- 
based program. Medicaid, concentrates the financial burden of 
severe impairment^ a largely unpredictable event, on the unlucky 
few who experience it. 

In no other sphere do we require victims to bear the brunt of un- 
predictable catastrophe. Here as elsewhere, we ought to spread 
that burden with insurance. 

[The prepared statement of Ms. Feder follows:] 
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Testimony before the 
Subcommittee on Health and the Environment 
Committee on Energy and Commerce 



Judith Feder, Ph.D. 
Co-Director 
Center for Health Policy Studies 
Georgetown University 

Mr. Chairman, Members of the Committee, I am Judith Feder, Ph.D., 
Co-Director of the Center for Health Policy Studies at Georgetown 
University. Our research has focused hecvily on long-term care financing, 
and I appreciate the opportunity to discuss that issue with you this 
morning. 

For all but the very rich, paying the bill for extensive long-term 
care means financial catastrophe. .A year in a nursing home now costs 
about $18,000--almost twice .he average income of the nation's elderly. 
Even a short stay in a nursing home, say 90 days, costs about $5,000 or 
half that average income. 

People who need care at home face a different sort of catastrophe: 
the heavy burden they place on family and friends. Almost all of the 
services delivered to people at home come from family and friends rather 
than hired providers. Although in many cases such caring i& to be 
expected and applauded, it places considerable emotional as well as 
financial pressure on relatives, many of whom may be older or debilitated 
themselves. 

While insurance- -public or private-.is available to protect against 
other catastrophes (like the need for hospital care), we lack both public 
and private insurance to protect people in need of long-term care. This 
morning, I will describe to you the public financing we do provide for 
long-term care, and tha ways it falls short of true insurance protection.. 
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Mttdlcaro, which insures th« elderly egelnst ecute medlcel care 
exponeee, explicitly prohibits coverege of long-term custodiel cere. The 
Aaericen Associetion of Retired Persons recently surveyed its nenibers on 
issues of long-term cere financing. Almost 80 percent of people who felt 
they might need long-term nursing home care believed the^ Medicere would 
• pay for it. The feet i8» it will not. 



Elderly people's confusion may result from Medicere 's coverage of 
service from some real long-term care providers (skilled nursing 
facilities) end 'from some providers incorrectly regarded as delivering 
long-term care (home health egencies). Whomever the providers, these 
Medicare benefits are xifi£ long-term care. They ere short-term benefits 
for skilled nursing or rehabilitation services. Although Medicere 
theoretically covers up to 100 (Uys of care in a skilled nursing fecility, 
the restriction of coverage to skilled care means that, on average, people 
receive Medicere benefits for only 28 days. Similarly, Medicare's home 
health benefit provides en average 23 visits per person, despite potentiel 
coverage of 200 visits per person before 1981 and, today, potentially 
unlimited coverage. 

Vhy are benefits so limited? In order to restrict coverage to 
short-term, post acute care, Medicare includes a number of carefully 
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crafted •ligibility requireraentg. For nuraing home benefit*, requirenente 
include a need for dflilx skilled care or evidence of "rehabilitation 
potential." For home health benefits, people oust be "homebound" and 
their care needs must be "intermittent. " Some people who need care never 
satisfy these requirements, and most who do satisfy requirements do so 
only for short periods. 

The termination of Medicare benefits does not necessarily mean an end 
to patients* service needs. What ends is the narrowly defined need for 
skilled care on which Medicare coverage depends. Need for service may go 
well beyond that point. The average Medicare patient stays in the nursing 
home 30 days beyond termination of Medicare coverage. Need for home care 
may also continue beyond termination of coverage, although there is not 
information to confirm this. 

As a. result of benefit limitations, only about 4 percent of Medicare 
spending, about $2,5 billion, goes to Medicare benefits for skilled 
nursing care and home health. Furthermore, Medicare provides such a small 
share of nursing home revenues that many nursing homes are unwilling to 
participate in the Medicare pro cram or to serve Medicare patients. 

Medicare's restricted coverage is not a new problem. But its 
consequences are growing more significant under the new hospital 
prospective payment system. As hospitals respond to that system by 
discharging patie. cs sooner, more people can be expected to seek 
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poit-hoipital care. If nuriing homei are not willing to provida that cara 
or Medicare doee not cover it, beneflciariei. will face problems in getting 
care and in paying for it. 

Basically, thw , Medicare provides limited insurance protection 

against short-term needs for skilled nursing or rehabilitation care. It 

provides no lon^-term protection. How well does Medicaid, fill the gap? , 
« « 

^ Medicaid is VAty important to the elderly in two respects. First, for 
the poor elder ly« Medicaid provides acute care benefits that Medicare 
leaves out- -most importantly, benefits for prescription drugs. Second, 
for the poor as well as many non*poor elderly, Medicaid covers nursing 
home care. More than a third of Medicaid spending goes to the elderly, 
primarily for nursing home care, and Medicaid provides nursing homes about 
half their revenues. 

Despite Medicaid's value, its limitations are niimerous. Medicaid is 
Dfij; an insurance program. A means- tested program, it offers benefits to 
the very poor and to people who become impoverished because of the care 
they need. In other %rords,' Medicaid does not protect people against 
financial catastrophe; it provides care after catastrophe occurs. 

To become eligible for Medicaid, a person must contribute all 
resources (except $25 per month) toward the cost of care. This may not be 
unreasonable for a single Individual becoming a permanent resident in the 
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nurslng home. But the contribution Medicaid requires Is clearly a problem 
to a person who might be able to return to the community after a nursing 
home stay or to a person whose spouse depends on shared Income and savings 
and remains at home. That spouse must live near the poverty level and 
contribute most savings to support the nursing home resident. For many 
this will not only Involve a substantial decline In standard of living, 
but will also reduce the resources available to finance their present or 
future care needs, and may even threaten their ability to remain In their 
homes . 

Eligibility based on Impoverishment Is Medicaid's most widely 
recognized, but not Its only, limitation. Medicaid Is a program that Is 
In large part designed and operated by the states. Hence, protection 
varies considerably from state to state. In addition, state efforts to 
contain costs, greater In some states than In others, limit service 
availability. 

As the Committee well knows, most state Medicaid programs do not cover 
long-term care In the home on a statewide basis. States are Justifiably 
concerned that broader benefits will Increase', not reduce, total costs. 
As a result, many people go without needed care or rely on their 
famllles--at excessive physical and financial cost--to provide the care 
they need. Congressional authorization of home and community-based 




waiveri offeri itatis a naw opporcunlty in thia araa. But coat conceitia 
and othar conatralnta hava kapt thaoa prc^gran qulta amall. 

Uaa wall-known la that coat contatmeat afforta alao limit tha 
availability of nuralng homa cara. State* J.»avo attamptad to control 
nuralng homa coata which abaorb mora thftn on^-^chlrd of thalr Madlcald 
budgata by limiting tha aupply of nuralng horo^ leda, althar by paying low 
ratea for Madlcald patlanta or by Invoking, carclf IcftCa-of -naed regulation 
to pravant axpanalon. Tha result la more Mrdlcnid-ciiglble patlanta 
aeeklng nuralng .home beda tban there are bade avalj^Able. 

By limiting tha total bed supply, states create a "seller's market" 
and nursing homaa can favor more profitable over lesi; profitable 
patlanta. Nursing homss prefer private-pay over Medicaid patients, who 
pay laaa than private ratea, and also choose among Medicaid patients. 
Becauae most Madlcald programs do not vary ratea sufficiently to reflect 
differences In patients care needs and care costs, nursing hones prefer 
patients who need less care. It Is the Medicaid patient In need of the 
most Intensive nursing home care--the patient most appropriately placed In 
a nuralng home- -who has the hardest time finding a bed. 

Although far better than nothing, the lasc-resort approach that 
Medicaid offers cannot substitute for true long-term care Insurance. 
Reliance on Indlvlduala' own resources, backed up by Medicaid, 
concentrates the financial burden of severe Imparlmerit-.a largely 
unpredictable event.-on the unlucky few who experience It. In no other 
sphere do we require victims to bear the brunt of unpredictable 
catastrophe. Here, as elsewhere, we ought to spread that burden with 
Insurance. 



Thank you for the opportunity to appear before your Committee. 
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Mr. Wyden. Iliank you. 
Ms. Louden. 

STATEMENT OF TERI L. LOUDEN 

Ms. Louden. I am not sure I represent either a black or a white 
hat, being from the private sector for these panels. I guess I am 
gomg to talk about what you call the missing piece of long-term 
care, pie private sector is definitely not absent from long-term 
care. As a matter of fact, I think when I go through some points, 
you will see that they are probably looking at this market as one of 
the most attractive markets that they have right now. 

The first thing I would like to do is define long-term care from 
the private sector perspective. Do you both have a copy of my testi- 
mony? Would you look at exhibit 1. 1 think it is after page 2 in the 
front there. I put this together to try to show the vast array of 
products and services and the way the private sector looks at long 
term care is much, much broader than what we have talked abou 
today already. 

The private sector looks at the 60-plus, the 60-plus is called the 
gold-and-gray market, and for those of you that have been reading 
any of the business press, you will see that it is a very attractive 
segment for consumer product companies as well as health care 
companies today. This exhibit shows the continuum of care. 

On the left-hand side is what we call enhancing quality of life, 
eveiything from Sears-Roebuck, who is offering mature outlook for 
$7.50 a year to the elderly 30 they can get discounts on all of their 
travel and leisure, as well as if you look at HCA which has recent 
ly signed a contract with Sears in order to be able to provide dis- 
counts on outpatient diagnostic testing. This is the well elderly and 
is a large and growing market. 

You can see the other end to what you defined as long-term care 
and that is called maintenance. What the private sector does is 
look at this entire spectrum and then segments. I think someone 
talked before about looking at different sul^oups. In the private 
sector, it is called market segmentation and that is what they are 
doing. 

The groups on the left-hand side are what they are looking at. 
What t3rpes of companies and organizations do you really define as 
private? I think that is impurlant because private sometimes 
means only for profit and that is not true. The private sector in- 
cludes an enormous volume of hospitals today and nursing homes 
who are not for profit. 

So if we look at the types of organizations that are providing pri- 
vate long-term care, we have hospitals, we have nursing homes, we 
have home health care, both for profit and not for profit. We have 
health care companies as well as a vast array of consumer proiduct 
companies. We even have my company. 

We basically came into the market to provide information on a 
market where there is no information. There is no information on 
this market. It is a very undefined market. You can't pick up Ad-^ 
vertising Age and read about the buying habits of this market. It is 
not there. 
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We actually conducted the first national survey on home health 
care just to be able to find out what figures and consumers and ev- 
erybody thought about it and we fed that back to our private sector 
clients. You see» there is an incredible array* hotel chains* you 
have read about what Marriott is doing in long-term health care, 
the health clubs and fitness centers* massive amounts of effort 
being placed on fitness for the elderly. 

ChiciB^o is having the Americas Marathon on Sunday. There is a 
senior citizens club in the Metropolitan Chicago Coalition on Aging 
and we are sponsoring all kinds of activities for seniors around it. 

So there is a whole array of different organizations. I think it is 
important to look at it and say that the private sector sees this as i 
tremendous growth opportunity. It is the fastest growing market in 
this country and for anybody that has ever worked in a corporation 
or in a busmess that represents opportunity and that is what they 
are looking at but again they are s^^entixu;. 

Another thing important to look at is which products and mar- 
kets is the private sector really looking at tfrngeting. Let's break it 
down into the for-profits and the not-for-proms. For-orofit compa- 
nies are in the business to make money. They are not in the busi- 
ness to provide things that break even. 

So, therefore, they are obviously looking at those products and 
markets which are large» which are growing* and which can pro- 
vide them with a return on investments. That return can be pro- 
vided by those individuals who can pay privately or have insurance 
that is attractive from a coverage standpoint. 

Not-for'profits* including many hospitals, have a twofold mission. 
One is obviously in the past to serve the needs of those who are 
sick and in need of health care. Unfortunately, in today's market 
with the introduction of Medicare prospective payment and with 
the increased compjetition in the market, hospitals, nursing homes, 
home health a^ncies who used to be not for profit cannot afford to 
serve onlv the mdigent. 

Thev develop what we call a portfolio approach. The portfolio 
says, 'I can serve the indigent only if I can serve those who pay. If 
I am going to get a 10-percent n^ative return on one end, I have 
to get a 10-percent positive return somewhere else in order to Offset 
itr 

Even the Catholic hospitals who have been serving the indigent 
elderly are calling us and saying how do we develop strategies so 
that we don't lose money in this Dusiness because we can't afford it 
anymore. 

Another key market is the children of the elderly and I think 
that is a market that you can't overlook. The children very much 
pay for many of the services of their parents. They pay for long- 
term care insurance. They pay for all kmds of services. A new serv- 
ice to open in New York City costs $126 a month and if you don't 
live in New York City and you live further away, you car have 
someone checking up on your parents and helping them with medi- 
care questions and admitting their and looking at nursing homes 
and home health agencies to chec' t« e quality. 

I would pay for that service, x will be a arowing service in 
this country and it is paid for by ttie children, ^ffhat are the hospi- 
tals and nursing homes getting into, everything from day care to 
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housmg to home health care and then you have the growing home 
neaitn care market. 

I recently attended the National Aasociation for Home Care Con- 
K?5>n°^ interesting to note that there were 5,000 attendees: 
tirSr 'J!i^u ^ °f, t** ^♦'^^ American Hospital Association Conven- 
Steiy inwlved^ hospitals. So we see that the private sector is defi- 

Another thing I would add is that the private sector is tareetinir 
what we call the young-old and they are also teweting this gold 
and gray market. * * * 

Let me give you some examples. 
Mn Campbell Soup, "Better Life Guide 

No. 4, Fitness Over 50". It goes on-it is a nice littJe booklet-they 
have a whole senes of these. They are seeing this as a very attrac- 
tive market for them. ' 

I have another incredible ad, this was in the Wall Street Journal, 
ims IS an ad by Aetna Insurance 

Mr. Wtoen. Excuse me. If you have an extra copy, we would 
very much hke to have those for the record. 

Ms. LouDBN. Sure. 

Mr. Wtoen. Let us make a copy so we can have one for the 
record and you will have the original. 
Ms. Louden. Sure. 

?^u*'l.!S Insurance, and I think it is interesting to 

not®. the title, IS "Life at the End of the Earning Curve". It has a 
Chart here and at age 60 it has your earning curve drops and then 
It Mjj on the bottom. You grew up unsure you would see 60 your- 
self. Now you intend to attend your childrens' 60th birthday par- 
ties. Aetna has developed a range of sophisticated insurance and fi- 
nancial services for the generation approaching retirement today". 

So what you are talking about with long-term care insurance 
some of these places are already looking at it and it is interesting 
how they are targeting the market. 

Another article I had out of Fortune magazine to show that the 
private sector la, I think, willing if given the proper incentives "the 
overdo crowd 18 almost as numerous as baby boomers, 62 miUion 
versus bg millicn, and it has much more money, controlling 50 per- 
cent of discretionary mcome in the United States, 77 percent of 5- 
nancial asssets, the over fifties represent a $800 billion a year 
maprket and their numbers are expanding." 

A^ain, the over 50, that is what they are looking at. They are not 
looking at the 85 and over, I can tell you. 

What are the particular markets that are not being served by 
the private sector? Well, obviously they are not going to be looking 
at those that are unable to pay and who are they? Those are the 
old, old as the private sector might segment them and that is your 
85 and over, or those that have depleted their resources, those that 
are frail and dependent and don't have the ability to pay, they are 
typically mdividuals, woman and minorities. 

The attractive are obviously the young-old, families, those that 
have children who are faurly well to do who will pay and those who 
are white and male, and I say that being a woman. I was hesitant 
on whether I was going to bring this up, but the average poverty 
for 65 and over is 15.3 percent. The average poverty rate for white 
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men over age 65 is only 6.5 percent. It is all those women, Spcmish, 
black, they are a lot of the people that ilie privatt sector looks at 
and savs gee, it would be great but they are poor and we cannot 
serve them. 

Finally, I would just like to say that the private sector in looking 
at the whole area of the elderly and long-term care is very much 
concentrating on wellness. There is a big move in this country to 
keep people well euid in doing so, they are going to create massive 
problems for the public sector, because the longer you keep people 
alive and you keep them well, they are well at age 65 cuid 75 and 
they have money and they pay the private sector. 

By the time they reach 85 and 90, they belong to you because 
they don't have money. At that point, there are God-given diseases 
that just come. I don't care how much you run emd I think Dr. 
Rowe can probably address that in some of the things he talks 
about, so I guess I would like to see the public sector take a lesson 
from the private sector. 

I would like to see you segment the over 65, the over 85, look at 
the elderly market, segment it and serve those areas without dupli- 
cation of effort of what the private sector is already doing. 

Thank you. 

[Testimony resumes on p. 106.] 

[The prepared statement of Ms. Louden and attachments follow:] 
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TERI L. LOUOEN 
LOUOEN I COMPANY 
CHICAQO. ILLINOIS 



1 L. Loudtn It tht foundtr and Prtsldtnt of Louaen I Company, 
!„5*!L\^5r; iptcUlmng in nrattglc planniSfl 

^•'•^•V of htalth cart companlts and 
oroan latloni. Sinct Its founding thrtt ytari ago, tht firm hai 
qufcMy dtvtlootd a national rtputatlon for Iti work In tht hoit 
hAilth cart and oldtr adult marktti. In addition to Iti 
cpniultfng work In thtit artai, thi firm has dtvtloptd a itrlti 
Sn thMriIv"lJ2J[! '""^ Publ1ca\1oni which provldt Information 

Nl« Loudtn 1i wtn known in tht Industry for htr many national 
PrilJV"^"^^" '"^ published irtlcUt on^tadlng-tdgt htalth cart 

starting htr own firm, wht was Minagtr of 
Corporatt Manning at Amtrlcan Hospital Supply Corporation, htld 
pasit ons In saUs and marktting at B.xttrXa%tno? Labs? nd 12s 
a htalth cart consultant at 8oot, Al Itn I Hamilton. Sht Is a 
VL^!ieiLfL^^^ Mttropolltan Chicago Coalition on Aging and 
« partlclpattd on numtrous national pantls and task forcts 
-tsslng long ttrm cart Issuts. Htr tducatlonal background 
. Judts an NBA from tht Unlvtrslty of Virginia and a B.S. In 
Mathtmatlcs from North Carolina Statt Unlvtrslty. 

This prtstntatlon will addrtss fivt major qutstlons rtgarding tht 
privatt stctor's rolt In providing long ttrm cart: 

1. How dots tht privatt stctor dtfint long ttrm cart? 

2. What typts of companlts/organltatlons In tht privatt 
stctor art Involvtd In providing somt asptct of long 
ttr« cart? 

/, 

3. Which long ttrm cart products and marktts Is tht 
privatt currtntly sector strving and targeting? 

4. Which Idnb term care products and markets art not being 
served by tht privatt sector? ' 

•5. What are the Implications of these findings for meeting 
our nation s long term care demands In the future? 
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l« Hon Dots The Privati Sictor Diflni Long Ttr* Cart? 

Tha tarm long tarm care has many maanlngs, and, as yet, there Is 
no one standard definition for this particular market segment. 
Defined narrowly, It Includes only care of the chronically 111. 
iloweveri a broader definition Includes a much wider population 
group and a larger array of products and services— from 
prevention and diagnosis to care of the chronically 111. 

The Private Sector Defines Long Term Care Broadly^ and Then 
Segments TAe Harket. 

The private xector Is used to defining broad marketSi and then 
segmenting those markets Into categories so they can be further 
analyzed and targeted as approrrlate. To the private sector, 
long term care Is not Just nursing homes, but a vast array of 
products and services which can be effectively marketed to the 
older adult population. 

Such Products and services can be viewed along a continuum of 
care, as shown on Exhibit 1. 
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Tha Private Sector Defines Lon^g Term Care As Being Products And 
Services To Assist Both Those Who Are Indti^endent AsWell As 
Dependent . 

The private sector looks beyond the chronically 111 for long terra 
cAre, Including also the well-elderly and those with only a Hralted 
need for assistance. By defining the raarket raore broadly, they, 
can expand the size of the raarkets they serve and attract a raore 
financially viable custoraer group. 

Exhibit Z shows ah analysis of elderly functional llraltatlons by 
age group. The private sector Is raore likely to target those who 
raay need sorae assistance but are not totally dependent on others 
for financial support and dally living assistance. 
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Exhibit 2 



PERCENT OF 
POPULATION BY 
AGE GROUP 
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2, What Types Of Companies/Organizations In The Private Sector 
Are Involved In Providing Some Aspect Of Long Term Care? 

There are a wide varietur of organizations providing long term care 
products and services. 

Some are for-profit companies, while others are not-for-profit 
{but non-governmental) organizations. Some are health care 
providers, while others are In non-health businesses, but 
recognize the growing market for older adult products and 
services. And, there 1s a growing base of entrepreneurial 
businesses who are seeking to enter the growing market for long 
term care services. 

Exhibit 3 shows the wide range of private organizations involved 
In providing some aspect of long term care. Their strategies and 
type of product/service offerings obviously vary depending on 
the type of organization and their own' partlcul ar goals and 
obj ect 1 ves . 
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Exhibit 3 



Types of Private Se ctor Organizations Involved in Some Aspect of 

Long Term Care 



Health Care 
Organizations 

Independent HospUal s 

Multi-Hospital Systems 
(.for profit and 
not-for-profit) 

Hospital Affi 1 iated 
Networks 

Nursing Homes and Chains 

Home Heal th A:jQnc1es 

Durable Medical Equipment 
Compan 1 es 

Private Duty Nursing 
Agencies 

Pharmacies 

Health Insurance 
Compan 1 es 

HMO'S 

Private Clinics 

Metrical Product Companies 



Non-Health Care 
Organi zatlons 



Hotel Chains 

Retirement Home Developers 

National Department store Chain 

National Associations for the 
Elderly 

Health Clubs/Fitness Centers 
Employers (funding) 
Travel Agencies 
Private Foundations 
Consumer Product Companies 
Churches 

Community Organizations 
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3. Which Long Tern Care Products and Markets ts The Private 
Sector Currw»ncly Snrvlng And Targeting? 

The particular long ierm care products and markets served by the 
private sector varUi oy organi za 1 1 ont 



targeting those market;: which will produce an acceptable level of 
financial return. Not-for-profit organizations are more likely to 
try and serve both: 1) those markets which w1 1 1 produce an 
acceptable level of financial return and 2) those who are In need 
but cannot provide sat « actory financial returns. While notrfor- 
proflt organizations will still try to provide long term care for 
low Income groups and the Indigent, recent government reimbursement 
pressures and the competitive health care environment have greatly 
expanded their need to also develop profitable businesses to 
offset their loss of Income from previous sources. 

Average hospital occupancy levels have fallen from 72X In 1983 to 
60X today. And, the average length of hospital stay of medicare 
patients Is now 7.7 days compared to 9.5 days In 1983. As a 
result, even not-for-prof 1 1' hospl ta 1 s cannot totally serve the 
natlons's long-term helalth care needs without seeking some profit 
potential to help offset the effects of declining Inpatient 
revenues. Even Catholic hospital systems, with missions to'serve 
all those In need, are being forced to develop profitable long 
term care programs to offfset those which produce no Income or 
c erate a t a 1 os s . 



For-profit organ 1 zat 1 uns are obviously most concerned with 
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As A Result. The Primary Long T erm Care Markets Targeted 8v The 
Private Sector Are T hose Which Can Provide Appropriate Financial 
Returns # 

Private sector organizations are most likely to target products 
9ff6 services to those elderly populations who are adequately 
covered by Insurance or can self-pay. Obviously, those having 
medium to upper Inxome levels and assets are most attractive. 
And, the children of t;he elderly also represent an attractive 
market for the private sector since they are likely to have the 
financial resources to pay for parental care, and often feel the 
"guilt** of needing to do so. 

Exhibit 4 shows a projection of those Income segments of the over 
50 population most likely to be targeted by the private sector. 
Note that I have chosen the over 50 population, as the private 
sector Is -Increasingly looking to this group since their average 
financial resources are attractive from a marketing perspective. 
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Exhibit 4 



The Over 50 PopuUtlon Segments Targeted By The Private Sector 
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The Priv ate Sector-Is Marketino A Variety Of Products And Servlcai 
To Those Older Adult Groups Who Can PaV 

A variety of products and services are being provided by the 
private sector for those elderly who can pay directly or who have 
insurance reimbursement or the financial support of their 
children. Some ex.arjiples Include: * 
0 Retirement and life-care communities operated by hotel 
chains, hospitals, and other organizations 

0 Specialized supplemental and long term care Insura.nce 
packages 

0 Luxury nursing homes 

0 Special elderly and retiree clubs to provide discounts on 
Insurance, retail products, travel, financial services, 
etc. 

0 Sports fitness, nutrition, and other "wellness" programs 
for older adults 

0 Private duty home nursing, aide, and chore services 

0 Travel Packages designed by hotels, airlines, and tour 
planners 

0 Special restaurant and meal programs 
0 Financial counseling serviced 
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Currently, there exists a great deal of fragmentation In the 
system, as no one coordinates all of the many programs available. 

The Growing. Affluent. "Young'Old" Represent An Increasingly 
Attractive Market For The Private Sector. 



A' recent article entitled The Gol d and The Gray In Fortune 



"The over 50 crowd Is alsmost as numerous as the baby boomers • 
62 million vs. &8 million. And, It has much more money. 
Controlling 50% of discretionary Income In the U.S. and 77% of 
financial assets, the over-50's represent an $800 b 1 1 1 1 on-a-year 
market. And' their numbers are expanding.** 

Needless to say, the private sector sees the growing affluent 
elderly as a ootentlally untapped market, ripe for development. 

However, the attractive financial dollars being targeted are not 
held by a 1 1 those over 50. For those fortunate enough to have 
financial resources after age 50, the private sector Is clearly 
going to be there to provide whatever products or services are 
needed, be they health care, retail, housing, or social support 
services. For those not having the financial resources to 
partake of this "Golden Age" marketing boom, the outlook Is not 
particularly bright. The following pages describe the elderly 
segments wo are most likely not to be served by the private 
sector. 



Magazine cited the 'foil owl ng: 
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Exhibit 5 

Estimate of Private Sector Vi ews of Attractive vs. Unattractive Older 

Adult Segments 



Attracti ve 



Unattractive 



"Young. old" 
Weir 

Faml 1 1 es 

Middle to upper Income 

(most likely to be 

families, white and males) 



"Old-old" 

Frail, dependent, 
mental ly ill 

Individuals 

Low Income (most likely 
to be Individuals, women, 
and minorities) 



While there are obviously exceptions to the above. In general the 
unattractive segments offer little financial return Incentive 
■for private sector Involvement. 
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The "Old-Old" Are Typically Not Targeted By The Private Sector 
As Being Part of The Attractive "Gold and Gray" Market 

As our population's life expectancy has Increased, so has the 
number of Individuals over acie 05. And, this segment Is expected 
to be the fastest growing segment of the entire U.S. population 
in the coming decades. From 2.3'm1111on over age 85 today, 
forecastors predict 'this group will nearly double by the year 
2000, reaching 5.1 million. 

Unfortunately, while we have Increased the numbers of older 
adults living 1 onger » we have not necessarily made It possible to 
extend the hea 1 thy years for a significant portion of the "old- 
old." As a result, the over 85 group often suffer frommultlple 
health problems, and find their Income sources gradually being 
depleted. Exhibit 6 shows the declln'ing Income of the elderly as 
they Increase In age. Also note that single persons are more 
likely to have low Incomes In all elderly population groups. 
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Exhibit 6 



Median Total Monthly Income of the elderly - 1978 




55-61 62-64 65-67 68-69 70.72 73 + 
K?^ Married couples 



All 

Single persons 



SociilSecurUyBullclIn, December 1981/Vol. 44. No. 12 



59-807 0 - 86 -4 
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Elderly Women and Minorities Also Represent A Less Attractive 
Market For The Private Sector, 

Segmentation of the poorer groups of elderly also'reveals a large 
portion of single females and minorities. Exhibit 7 shows the 
higher poverty rates among elderly women and minorities. 

Exhibit 7 

Poverty Rales For Elderly Men, Women, and Minorities 

Above Average 6.5X White men below average 65 + , 

A 

Average for 65 + » 15. 3X 



16.^% White women 65 + 

23.6% Spanish. men 65 * above average 

27.4% Spanish women 65 * 

32.3% Black men 65-1- 

43.5% Black women 65 * 
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In Summaryt The Increasing Elderly Population Has Expanded 
Opportunities For The Private Sector.- But They Can Only Be 
Expected To Serve Selected Segments Which Are Financially 
Attractive. 



public sector Initiatives or else they may be totally neglected. 

Exhibit 8 

Older Adult Segments Targeted and Not Targeted By The Private 

Sector 



Low income/Poor 



/txhibit 8 shows a schematic diagram of those elderly segments 
which are most 1 Ikely to be served by the private sector. 
Obviously, those not served will need to be provided for by 



Ability to 
pay or have 
attracti ver 



reimbursement 




50-65 65-75 75-85 85* 

^ Targeted Private Sector 

□ Not Targeted By Private Sector 
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4. Which Long Term Care Products And Markets Are Not Being 
Served By The Private Sector? 

As the private sector seeks to target attractive older adult 
markets, they necessarily ^ook at income levels. In so doing, a 
numljer of older adult segments appear to be particularly 
unattractive to ser-ve, and will need to depend on public sources 
for support and assistance. 

Exhibit 5 stiowed-.a summary of attractive vs. unattractive older 
adult markets for the private sector. It <;hould be noted that 
those considered unattractive fall into two major categories: 1) 
Those unable to' pay out-of-pocket 2) Those depending on public 
aid and medicaid reimbursement which is less than adequate for 
private sector desired returns. 
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5. Inpllcatlons For Future U.S. Long Term Care Demands 

Through technology advances and Increased prevention and early 
diagnosis of Illness and disease, we have been able to greatly 
prolong the average years of life within the U.S. However, with 
this prolonged 1 Ife has come a new dimension of long tem care 
needs— rehabll 1 tati on and maintenance of chronic Illness 
gradually replacing acute disease. Not only does this process 
require greater and more prolonged health care, but it also 
creates greater f.lnanclal dependency among the "old-old." 

The private sector uses a process of market segmentation to 
target growing elderly groups with attractive financial resources 
to pay for products and services. This In Itself Is positive, as 
.these individuals can expect an increasingly wider array of 
available programs resources made available to them. 

But, what about the elderly segments who are not able to pay? Or 
those whose Insurance or public reimbursement coverage Is so low 
that only minimal (and often Inadequate) support services are 
available? Who will take care of this growing population group? 

For the public sector to* meet the needs of this underserved 
population, several recommended actions seem appropriate; 



The public sector must also segment the older adult 
market, just as Is done by the private sector. However, 
the'ir focus will be on finding those segments which are 
Hkely to be underserved by the private sector In future 



The public sector should, avoid duplication of targeted 
financial .support to those elderly segments already belrfg 
served by the private sector. Since all segments cannot 
be served adequately, efforts should be placed on 
supporting the low Income groups of the "young-old", and 
a higher proportion of the "old-old" who are In greater 
need of assistance. 

Efforts should be considered to support private sector 
attention to current "nonattracti ve" elderly groups. 
However, care is necessary to avoid Inadequate 
reimbursement which will force the private sector to 
withdraw support. An example of this is the recent 
squeeze on medicare home health care reimbursement which 
has already forced the withdrawal of several major 
pirvate home care companies from this market. Instead, 
they are refocusing on their more attractive private duty 
home care service business. 
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■AJGR xiGinn loniG Oil UKS nn 

^Aooording to an article In the August 8th edition of Business Week magazine, only 
about 100,000 or fever Anericans have long teim health care insurance to cover 
nursing home bills, but that's about to change with a number of big, private in- 
surance firms moving in on the market. Aetna, Metropolitan Life, AIG and 
Prudential **will start offering long<-tem-care insiirance this sumer and fall, 
entering a market they estimate will toUl $3 billion to $5 billion within five 
years. (The) Blue Cross and Blue Shield Association is considering the move." 
The cost of long-term care is straining families and governments as the popula- 
tion of the elderly, 65 and over, ccotinxies its rapid growth. "Long-term care 
insurance promises at least the start of a solution. The challenge is designing 
a product that is both profitable for the insurer and affordable for the 
yilderly.** 



HBIUR GIBB CRURS MOVB DRO nODRiOCB B0SINES3 

Several large national health care provider chains are moving into the insurance 
business, making them both providers of and insurers for health care services. 
National Medical Qiterprises' (MS) has announced the purchase of Assured 
Investors Life Company of Ban Francisco for an undisclosed amount. A spokeanan 
said the acquisition will allow 1MB to underwrite preferred provider organiza- 
tions in a nuiter of states, including Arisona, California, ODlorado, Kansas, 
Louisiana, Mississippi, Nevada, New Mexico, Oklahoma, Oregon, Texas, Utah and 
Washington. A license in Florida is pending. Hospital (Corporation of America 
(HCA), the nation's biggest forvprofit hospital chain, says it will begin mai^ 
keting group health insuranos and a preferred provider hospitalization plan in 
three cities this month. A spokesman said both plans will be offered in the 
Nashville and Chattanooga, Tennessoe, and Charleston, S.C., markets, with sales 
efforts expanding to 15 to 20 additional cities within IB months. NCA got into 
the insurance business by aoiulring New Century Life Insurance Oompany in April 
1985. 

American Medical International (AMI) launched its own hsalth insurance product, 
AMICARB, in June 1B85 in Florida. AMICARB is a ccmbination of products, includ- 
ing an insured PPO, claims a<feninistration for self-insured eoiployees, and tailor- 
made plans for large onployers. In late 1064 AMI purchased Fidelity Interstate 
Life Insurance Oompany (Los Angeles, CA) which is licensed to sell health insur- 
ance In 45 states and Washington, o.C, and this acquisition foims the basis for 
the AMICARB package. Hvmana Oorp. (Louisville, KY) also is engaged in marketing 
health i2isuranee. 

The Voluntary Hospitals of Amsrica — a group of 450 hospitals — and Aetna Life 
and CUualty Ocnpany have agreed to a joint venture through which they will offer 
health insurance, "n^ new vsnture, Voluntary Health Plans of Ansrica, will move 
the nonprofit hotpi .Us into oompetitlon with their for-profit peers — Hospital 
Oorp. of America, Humana and others — which have already entered the market. 
Officials involved in the joint venture said it would become operational this 
winter and they expect to have 5 million to 10 million subscribers within five 
years. Blue Cross and Blue Shield Association President Bernard R. Tresnowski 
commented that the hospital chains are simply "using insurance to market their 
product and fill their beds," in an August 12, 1985 New York Times article. 
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Four common excuses 
for not exercising after 50 
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W)0th or m itiriC tMy art 90 miny of 

usMtinoounrivnnotout? 

Htff, ittoctlno to fltniii mom. 
COMion(aiqr)Cbnnd.arttto 
Jour moot cooNnon ccum o' ' 
paopiiglMfornotmtibing! 



t.-ldontnaiCl It-TOs parson trtb 
Nmsclf (haraatO that Ns nnd fbr elca^ 
rt^dwiaaaaashegiwwoldBtNotaa 
Tbkaap from natinpaiwythat^ whan 
hanaadsitmoat 

L*ltktoo rWgitlmli^ gat Hurt- 
Thja.l)utyajcaflgathurtg8tdnQoutor 
bBd. OWir paople. Qmrad fuund. 
pns^ axaggsnta- tt» parib InvDlvad 
in vigorous axartbt. ft mika It aasbr 
to sm -Mtdi to Qmal a dnr. Lath 
aaawhatkovarthara." 

S-lmowtAatownavanrwaak-^ 
ot -phy waakcnd tanrtaT— "so tm 
HMpIng In shipo. rfghtr Wong. Mar. 
and woman ovar 50 land to ovanata 
tha ban alte of such Ught sporadic 

fMTCUa . 

4.Tmtoeoldfcrthatklndor 

hMjmoltf^MdirfMthaircapabjmiBr 
m oomnst than ara ttia activa^ ttw 
aNM. tl» abrt-dobig ttia tiaat th9 
•SCMuandanloylngRlla. 

Wiangoaltharw^ittHJust 
qMMtton or how «M imnt to 
howtong. 




What does happen 
as we grow older? 



Aging. Nta birth and dsathi b an 
inasc^iabia tetor or bakig aKva. tt^ tha 
Rwl wa tnval ftom ona to tha othaclb 
a1M|2g|n|(M|^^ 

baPar and author or Ovarto^aga b 
lon^ a numbacan attttudaT 

Pdt gmodc and othar reasons. kNft- 
vMuab agt in dMtlHintw^ at dtf^ 
ant ratas. But on avaragai thasa are 
nma or tha (hangai along tha w^f: 

Our grewlnryHrstBkaus to pt^akal 
maturffy atia^jout 30. TTiare tha curva 
gnduA y do«m. BibMn 30 and 
70-75. In txjtti man and woman, rnusda 
mav ind Afngth dldlna ty 25-3096i 
VKal lung capadty dacraasas ly 
40-50% Uvar artf M jny. toe 
40*50% or thair functions. OMnbhlng 
ftanale bona mass bagbtt at 35-40: ly 
70. It msy rsKh as mudi ai 30%e In 
mabs It starts at about sa mv raach 



10>1S% at 70. Body fM tends to 
fcicraasa. Haart output dadlms: blood 
praswre msy rba, Narvas trensmit sig- 
nab more slw^ so our rwponaas tag. 
Joints stMtai: wa loss nodUHty 

Bia physiological 611180171^ news b 
bad and good. Tht Euro-Amarlcan 
CU(v«* (ItappHasto moBtMustrlaUzad 
aodattas) dsplcb our worK capacity or 
abUtty to function within our anvlron- 
mant It dosaly paraOab our bodjy^ 
aging procns. rising to a peak or about 
100% In tt» first 30 yaan than dadln- 
lngatabQutl%ayaac 

But thare are two curves: At aa 
points or tt» upptrmost curvB. paqpla 
who kaap mcMng. who axarcba. turn in 
a partbrrnin c e 20% batter than those 
on the kmr curve, tha people who 
arant acttw a. From 30 on. tha doara 
arsnt youngsters aiy mora— txit 
thqrre staying young at haart 



The Euro-American Curve 
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Middle-age/senior fitness: 
The exercise imperative 



If enrdse could bt ptcked into i 
pili: says Or Ftoben N. Buttei: •'jtional 
•tiwrtty on aging, *lt would oe the 
singte mosi prescribad and benefidal 
medUne m the nabon.' MaanwMt agree 
wKhthbornotwecanstttdoltthe 
good oid-tehtoned w«y— and en)oy it 

H(m to begin? Fitness expert Or. 
Charles Kumzlenum maKes It looH 
simple: 'tt^Justi matter of choosing an 
activity and performing it 20>30 min- 
utes, 3-4 d^ a week.' 

What activtQ^ For most or usgetting 
akmg in years or aireadly there, the 



widely recommvided top flour are 
waDdng. swimming. (ycUng and jog- 
ging. Af9 activity b good-bowUng. 
table tennis, badminton, calisthenics, 
tennls-but they wont yield the long- 
njn cardiovascular and weight-control 
gains of the reoommendod fbur At the 
same time, try to take advantage of 
everydqHIvIng opportunities for exe^ 
dse that win help you both achieve and 
maintain fltnesK WUk another 2-3 
blocks to the next bus stop — or the 
next— before boardhig: cNmb the 2-3 
fUghts of stairs instead of taking the 



How about a walk? 



Probal)(y no form of tx* 
erdse can give you 90 mud) 
in return for 90 ttlle as the 
simple act of vwNng. 

Ibstartwannupwlihi 
fMf minutes of skMi low- 
tayw8Hdng.thengFidi»- 
agwoflcuptoyourfUl 
stride. \tu can tngln 
wKhaslittJeasiOinfth 
utesed^yiflvtmlnutn i 
out ftvt back— per> 
hapi a quartarmPt In 
ai Keep at It ttvaa 
Uines a week, on altamata 
d^yiFbr your third weak. 
try making It 10 minute 
out 10 tick, ImothinkM 
your stride a Utde. 

Back homa^ ood down 




with 5*10 minutes of sim* 
pie tNndi and strstcf ting 



VMk atone if you prefBC 
or wKh a fllend or two. 
orjoln a waBdng groups 
for the fUn and com* 
panlonMp, Ity wea^ 
Rig wnsi wigni oanoB 
to buU ann and chast 
muede tone, muscular 
endurmn and strength. 
M ycur own pace, toep 
eMta n dhg the dttanca. 
gn0Mijf typing yur 
^wd. )ibur uNkiMta goal 
•—H nvy tika 4-9 nonths or 
mora to mch It three mOtt 
In 45 mlnutas. 3-4 times a 




EXQKISE: KEYS TO GOOD HEALTH 
^talnow you an count on QmptRlt tar good 

tofl> ofdinnicjyrrt Old ftmiowd \»o«ibli 
■iif Sii i y ^ I eood loyct of prown wd Ymrinfi 
Or Nm Inglne Omi Omw- 
4v.«iMiVRimlnC and Iron. 
>tou Mo ooum on Cmpbtn 

inly Mw vnproM (warn fltnoi 
and MU nmdaawngtfi \bu1 



elevator, park the car 4-5 blocks from 
your destination and walk the rest of 
the way: carry the groceries to the car 
Instead of using the cart 

ftit before starting your regular 
exercise program, see your doctor to 
determine your starting level. 1tot re- 
sults win tell you and your doctor what 
fbrm of exercise is best for you. and how 
to pace yourselC safsly sensibly and 
realistically from the very beginning. 

IVy not to expect too much too soon, 
and keep in mind the king-range and 
worth-striving-for goal: a new slimmer. 



brighter, revitalized you. feeUng your 
best mentally and p^iyskal^ 

it^ far from Impossible. WonderfUL 
youthful lowen Thomas sMed cross- 
country every winter In his 801 men 
and women In their 70^ are running 
a&mile marathons: an 88-year-old lady 
ran a Virginia Golden Olympics 100- 
yard dash In 44 seconds, then came 
back the next year and nn it in 33. 

But even If your doctor Hmits you— 
to fitness trails, or lawn bowHng. shuf- 
fleboard. even chair rcerdses— count 
your blessings and keep at it 



When Y9U Start Exercising 

* Bp0ln your prognm slow4ii opt- about NnsKili tcmptnturt rviga 



diny If vou>« been tractive. Start 
wrtth 5-10 minutn twice a wtfM. Add 
a fiw minutti each weik. 

• Before and after CMTctalng. wenn 
up and cool down with a fiw tifliple 

Brestfie ftilly as you eivrdtt. 1^ to 
hNp fece and throat niuadH rMnd. 
If ami and dm muKlai fNl tight lit 

• BiMweSenrclilrw In hot humid 
or COM waethir. AiK your doctor 



for wur region, agt and 0 
• lfVoufi9dbtnss.such 
Ctm puni. extreme sho 



braith. Joim echo, mudiam 
^ow down or stop. If diHornfort per^ 
Ms. dwck with your doctoc 
• 1b avoid foot aUmints and lag 
proMtm. treat youTMlf to the b3 
a ttjfMc sh ow you can aWbid. with 
cunoiwt soles, ftrorig snh aipport 
Advim Dc Kuntilemin In IImEww 
CM Hendbeofc, -Git a .lood pair 
of nmnlngtfioaC 
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Middle-age/senior fitness: 
The nutrition imperative 



As «vi aye. wt nead to guMxl agKnst 
tw tendendtt ovcMmtrltkin and 
vvtHHiutrltioa Man tend to tt» first 
^Moncn to tt» second. 

Man. ai a nUa. U« to aat too nww 
otorio. too much M. and too much 
aoAm (saltx -nia fifst tMo iaad to 
sertous wrnm^ and a Mgh cho- 
iastarol count, both of them ttvaats to 
good health, to life HselC lYw tNfd may 
hwaasB rtt< of high Wood pimjfa. 

Since most women Just natufidy Mt 
less as thQf age. th^ must take care to 
more nutrition from what they 
tfoaatMoraoMKftmalalifecyclestBnd 
to deplete their systems of vttH nutil- 
•nts. in particutBclren and bone-budd- 
ing cauum. Lm Iron m^ lead to the 
•W" fWlngs of chronic fatigue or 
listless apathy As for caldum. many 
women as aaity as their 30) begin 
OFMing on their resefves. Menopause 
^M^dw prooeas. rash, later on: Oft. 
teoporosii or Drittie bones." Good nu- 
trient sources are: for (ron-Mvecleen 
meeto. Whole grains. dMl( green vage- 
ttfeifi eggs; for caldure-iow fat mSk 
proAicts. cheese. dwK green vegeta- 
bles, sardines. 

In general, 
those of us 
getting oidtr 
need regular. 



fortify us against diseases that shorten 
it Here are some simple guidelines: 

T>y limiting fat bitJHe. lb do so. seei< 
«njmportant proteins from lean meet 
fhh. sidmess poultry legumes. Get 
onnplex cartotvdrates (fbr f^ 
Qtfier essential nutrients) from whoie- 
gnin and enriched flour products, 
beem brmm rioa. green vegetables. If 
y» re hypertensive, find a saUsfactory 
ydjum- flree salt substibite. (Get your 
dodar) epprwai.) ftr dessert try 
witching to fresh f njit angel food 
eiHe. gingertraad. Ice mim. sherbet 

If you live by youraeIC wwd off -5 
ocloch loneliness' tycMing with others 
asoftenaspossUe. 



that promoit 
vltallt)i2tstfor 
life, and thit 




Seven keys to fitness— 
In spite of the downslopel 



Dr. Lester BreslOMi dean emeritus 
of the University of Califbrnta) School 
of Public Healdv conducted a dnaic. 
nine-yeerstu(|yofnearty7.000CeilfMv 
nians. men and women ages 20 to over 
75 who came ftom varying economic, 
cdmc and iMyle backgroundi 
results poimad to one Inescapable con- 
clusion: TTie da^y habits of people havt 
agraatditf more to do with what 
makes them sick and when thv die than 
alt tt» influences of medUne." 

MoreowK tt» stu^y* yielded a con- 
cise. sansMe prognm for fitness— 
seven positive hentn habits for people 
of aO ages, but perticularly thosaon tt» 
'down'sldeofttwlfacurve. Save them. 
SbMly them. iVy to blend as marvasyou 
can into your HfB. 

1. Usually sleep 7-6 hours. 

2. Regutarty eat breakfast 

3. Rarefy eat bebMeen meeb (even 
on a 4-6 meel-aKHy regimen). 

A Um am wI ill. I. 

4. NO smoKing. 

S Moderate drlnMng (1-2 drinks a 
dv}ornoneataB. 

6. Gotfl weight control (no more 
thanlO% bekvw or 2096 above your 
desirable weight). 

7. Regular OMTCise. 

(In addftton* madkH and dental 
check-ups at least onco a yaac) 

~A man (or woman) at age 55 who 
foikMfl an seven good haaMi hibKi" 
a^fs Or BciskMi "has the same plM- 
kal stilus as a person 23-30 years 
younger w«K) folows less tttan three of 



0000 ANO EASY BRBAKPASTS 

A 9Wd morning irMH tmttn, 



■ I 




the heelth practlcas.' 

ITnse good heetth habits p^y off m a 
tanow Ofa as wel ai a better one. On 
the average, men and women over 45 
M«K) foOcMT six or seven of the good 
heelth habits can expect to live seven 
to 11 ^ longer than those who fol- 
low only three or leas. 

iMBi«WMMi,No.a.*««itn 



DennKtonortheovef^ywi: 

(rrow « iKlfiiil ^iKpuHuin on Ifc— igir^ 
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Looking forward, not back 



% bt Mfi* worMnQ to^wird fit* 
MHi bilni fftt hiip pfivifvt 

" M and Ntalytt dis- 

I tlM add jfuri to our 
aA>M.Butltltfo 

WIWURip mOrl* 

looi It wWq^ 
thwn I ihlnt« t 
^otdio qIoi^ t^ut 
could Its -inoit 
igtftWIroit 



Dt lUmltlimin. "Tht roil valuf of 
fMrcHt mu ifflKt on llfliltscr 
aing MonQ wiin ini poll Hoofft 



^Kt sr. 



Qfow old olooQ '^rttli mot 
Tlioboiliiiiltobo... 

tt l tfjit ilm plt. Even tf you're 
Juit biQinnlna, fM good ibout 
bilng a Nttit Atttr tNs HMK thm 
lait Entoy tht Mmo of moving, 
tht broitMng out and briitMng in, 
MrdMng. trots m tht wind, chih 
drtn at pliy Oont bt afraid to 
iffUit and ay ' Htto; or to htip 
lomtont acrats tlw strati Htij^ 
httrt is pounding a Htdt. 
and jfour Joints ara a Htdt 
sttfC and your muaclts ara 
compMnlng^tMit tsnt It 
greet to btallvtl 



A HMMI raOM CAMPBtU'S 

prajmtnj^* httllh and prvdcal fitnm m Amtrlci-wtth tho 
WradtMittdttiatlt^ 

gg^7 1» Igngt tirs bt aura, good nutrition and 

ragwvMtftln ara taatntM Ingrodtoiits of tvM 
Ono add Wonal mgradlant howtvr. srwuM not bt ovtrStod: 
MMIcctitckugtDyyourpI^^ 
ij wro mora ^tvtryyy about tht ttrlydtttctlon and prtvtntlon 
Of flHiaa. 9ot from timt to tlmtt 
givt your ptiyalclan a ctianot to Good httlth. tnd kotp fitl 
Mcyouovir.ltmtybtvicalto ^ ^ ^ 
yourwtMtmg. 

lir.MMI.JIL MA 

Oor^orott Mtdlcal DIrtctor 

tt?M9MM&Smq>Compaiiy 
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Mr. Wydbn. Thank you both, and really for a first rate job. 

Let me start with you. Dr. Feder. You talk about the clear and 
important role for the Federal Government to play in providing 
long-term care. If we say that the Medicare and the Medicaid Pro- 
grams would be the appropriate mechanisms to do it, what kinds of 
changes would you sua^est be made to Medicare so that seniors do 
have access to long-term care services? 

We would be interested in your perceptions. As you know, there 
are people who advocate a jMirt C, people who advocate modest ad- 
ditions, medium-sized additions, we would be interested in your 
thoughts with respect to changes on Medicare. 

Ms. FteBR. If one advocates insurance for long-term care, the 
best insurance program is one that spreads the risk among the 
greatest population possible. It is hard to furgue against a social in- 
surance program, tax financed, as the ideal approach. 

One cannot, however, ignore that there are budget pressures that 
make lliat quite difficult, if not impossible, in the short term. It 
doesn't mean we shouldn't keep it in mind as a goal and one could 
bMin to tax now for such a program far in the future. 

However, put the ideal aside for the moment and look at the cur- 
rent situation. I think one of the areas that Medicare should pay 
most attention to at the moment is in improving its short-term/ 
long-term care coverage. As I said, I think Medicare has exacerbat- 
ed tne problems of obtaining long-term care and nursing home care 
with the hospital prospective parent system. I think it is quite 
important that Medicare look at its nursing home and home health 
coverage, see that it is adequately available, examine the prospec- 
tive payment ^tem, acijust the outlier policy if that is creating a 
problem to keeping patients in hospitals and address that problem 
m the short term. 

Mr. Wydsn. The administration has said on a number of occa- 
sions that States receive enough Federal Medicaid dollars to care 
for the elderly poor, and that, in effect, inefficiencies are the rea- 
sons why poor older people aren't getting the needed services at 
the State level. 

We would be interested in your appraisal. Are the States mis- 
managing their resources or are there just not enough resources to 
go around to meet the great need? 

Ms* Feder. States probably are not paragons of efficiency, but I 
think that they have demonstrated enormous innovation as well as 
restrictiveness in the administration of their long-term care pro- 
grams. Many States have constrained their nursing home pasrment 
systems, innovating in the area of in-home care and making great 
efforts to do that in an efficient manner. 

They are also restricting what they spend in perhaps less desira- 
ble ways, simply setting limits on the bed supply as I mentioned 
earlier. The sum total of their efforts means that the resources 
going into this area are limited, and I think it would be a mistake 
to assume, given the needs that we have discussed in the popula- 
tion, that one could finance sufficient care through more efficient 
services. 

Mr. Wyden. My colleague is on a very tight schedule, and I want 
to yield to him whatever time that he would like to pursue ques- 
tions. Then I will have some more. 
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Mr. BiURAKis. Thank vou, Mr. Chairman, 

You are considerate. I appreciate that. I would like to just con- 
tinue on vour point if I may. 

We talk in terms of expanding Medicare services for long-term 
care. Should we do that merely by mandating expansion, knowing 
that it is going to tax the system that much more? Should we do 
that by mandating expansion, but probably tying in some of the 
other concepts that I have heard, such as some premium payment 
on the part of the elderly person, whether it be on the part of the 
elderly person or whether it be at a time before they reach that 
particular point. 

Ms. Feder. As I said earlier, I would argue for ultimately man- 
dating such a program, but I think that you are quite right to focus 
on what contributions people can make and structuring those con- 
tributions thoughtfully. 

I think that premium financing, although I don't think the pro- 
gram could be solely premium financed 

Mr. BiuRAKis. Wnv not? 

Ms. Feder. I think the costs exceed what we would be able to 
obtain from the elderlv population in affordable premiums. 
Mr. BiURAKis. Could you sell it to the premiuu. payer? 
Ms. Feder. To— you mean sell it to those who would buy? 
Mr. BiuRAKis. Yes. 

Ms. Feder. I think that a voluntary program, whether in the 
ublic or private sector, runs the risk of adverse selection. We don't 
now who will buy and who won't. The concern is that the people 
who most need the services will be the ones who buy and that af- 
fordable premiums will be insufficient to cover the cost of those 
needing the service. 

I think it is appropriate to require premiums but I am not sure 
that a program that is offered on a voluntary basis would be effec- 
tive. 

I also think that we could build up a fund in advance. I think it 
might have to be taxes if we were building it in advance, but if we 
were to tax the younger population today and build a fund for the 
future 

Mr. BiURAKis. There would be a revolution. 

Ms. Feder. Let me add, we were focusing on the premiums. That 
is not the only area. I think a program n€«d not be first dollar, to- 
tally comprehensive. One can require cost-sharing contributions, 
could design a catastrophic, long-term care program and take in 
substantial resources from people in that way, not simply on the 
premium side. 

Mr. BiuRAKis. Ms. Louden, you have mentioned that in the 
stages of getting older, the 85 and older, their income decreases. 
Why is that? Why does it increase, if you will, at 65 and 75 and 
decrease at 85? 

Ms. Louden. There are a couple of reasons. 

First, if you are looking at depletion of assets as they get older, 
in the young-old years, they can take some of that pension and 
they can take some of their assets that they have saved and use 
that to spend. As they get older, they don't have that availability 
and they have spent a lot more on health care as they have gotten 
older, and therefore their spendable income is greatly reduced. 
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They also in many cases have, particularly for women, are alone 
at that point. Women in particular do not have some of the pension 
coverage and ftinding. I might add something else, even if women 
working and they think that is going to be helpftil. If you look at 
the way the pension funds are set up today, you have to work 10 
years to vest. Women don't work 10 years in a row, and even men 
don't anymore, and that is going to be a very interesting impact on 
the pension funding in this country, because people don t stay with 
one company like they used to. 

Women tend to work in small businesses, in retail. These places 
do not provide pensions. So I don't care if you have worked your 
whole life on and off and if you have worked as a small business, 
small businesses employ everybody but the Government wants em- 
ployment, but they cannot afford and you ought to look at HMO 
coverage for small businesses, too. It is not there. 

When you start looking at 85 and over, that is who you are look- 
ing at. 

Mr. BiURAKis. I thought that would be your answer, but I 
wanted to get it on the record. 

I am going to have to leave. I would merely ask both of you if 
you would do what your predecessors have done as witnesses, and I 
would appreciate you submitting for the record, any suggested con- 
cepts/ideals you may have becausewe have to address this overall 
problem and put our citizens first. 

Mr. Chairman, we aren't talking here about a case where there 
may be alternatives for people. If you need medical care, you need 
medical care, it is that simple, and this is a conservative Republi- 
can talking. 

You will forgive me, Mr. Chairman and witnesses, but I have to 
catch a plane. I don't have alternatives because it is not a private 
plane. It is not a junket, either. But in any case, I appreciate your 
taking the time to appear here. 

Mr. Wyden. We thank the gentleman for his interest, and cer- 
tainly look forward to working with him in the days aliead. Dr. 
Feder, just a couple of other questions for you and Ms. Louden. Ob- 
viously, there are a variety of financial alternatives that we are 
going to look at to try to grapple with the comprehensive program. 
But I think one of the things that our subcommittee clearly feels is 
essential is to decide what population group we want to cover, who 
we ought to wony about first, and what kinds of services are most 
appropriate. Maybe you could shed some light on that. 

Ms. Feder. I think there is no question when we have limited re- 
sources and we have to choose, tlmt we have to focus on the people 
who have the least resources to fend for themselves, the poor and 
the near poor. I think in that regard, while we focused heavily on 
expanding Mediccure, we may not be able to do that in the short 
term, and we therefore ought to look to improving our last resort 
program, the Medicaid Program. 

When it comes to services, I think we need to give attention to 
the in-home and community-based ccure and to the nursing home 
side, which we sometimes forget. To meet needs for in-home care, 
we would ideally expand the 2176 Waiver Program, perhaps, to 
make it an optional benefit, certainly to reduce some of those con- 
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straints that are currently imposed on waivers for nursing homes 
as well as in-home care. 
I think that we might also look at the Medicaid matching formu- 
r mechanisms to put greater Federal resources into the 
btates that have the greatest needs for long-term care, the largest 
elderly populations. I think that the Federal Government might 
t^e a greater role in overseeing State programs, identifying States 
who are innovating in the design of their long-term care programs, 
and perhaps either encouraging or requiring that some of those in- 
novative mechanisms be used in States that have not been so ad- 
venturous. 

Mr. Wydbn. Good suggestions. Let me turn to the private sector 
from you. Dr. Feder, and we will slide into some questions of you, 
Ms. Louden. If you had to make some appraisals today. Dr. Feder, 
how many older people could afford private long-term care insar- 
pce? Is It 5 percent, 10 percent? Could you give a rough guess at 
how many could? 

Ms. Feder. I think that the concept of aflfordabUity is a difficult 
one to address, because we are talking about a price for an insur- 
ance package, and I am not sure that a package properly designed 
to provide the benefits that we would like to see people have would 
be affordable by very many. So I would not venture a guess at a 
number. 

I think that the elderly themselves, when surveyed, have not ex- 
pressed a willingness to pay as high rates, roughly $500, as people 
have estimated that a package would cost, and I think those esti- 
mates are low. 

Mr. Wyden. $500 annually? 

Ms. F^der. But, as I say, I think those estimates are low. I don't 
know what those packages provide, and the pricing of those pack- 
age IS theoretical. They have not taken into account extra use that 
is likely to come if a service is insured, so I think it is on the low 
side and it is not clear that the elderly are willing to buy it. 

Mr. Wyden. Ms. Louden, your answer to that same question? 

Ms. Louden. I disapiro. I think you underestimate the power of 
the consumer marketing companies and the insurance companies. I 
have an article here actually from Business Week magazine. It 
says. Today only about 100,000 or fewer Americans have long- 
term health care insurance to cover nursing home bills, but that w 
about to change with the number of big private insurance firms 
moving into the market. Aetna, Metropolitan Life, AIG, and Pru- 
,1 « offering long-term care insurance this summer 

and fall. Entenng the market, they estimate, will total $3 to $5 bil- 
lion witiiin 5 years. Blue Cross-Blue Shield is considering the 
move. And it goes on. 

Mr. Wyden. Without objection, we will make that Business Week 
Mticle a part of the record as well. I read that and it was probably 
the most detailed account I have seen up to this point. [See p. 99.1 

Ms. Louden. Yes; it was an excellent article. I think what it says, 
and I guess my feeling would be, that upwards of 50 or more per- 
cent of the total elderly population, including their children, who 
will also help pay, could afford this and they would pay. The 
reason they would do it over time is because they will be educated. 
They will be educated by these insurance companies of what it 
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means to them if they don't and that is the whole concept of asset 
protection. What does it mean to you if your parents have to go 
into a nursing home. 

Mr. Wyden. You think 50 percent today of seniors and their fam- 
ilies can afford private long-term care? 

Ms. Louden. No; I am saying the potential market. 

Mr. Wyden. Oh, potential. 

Ms. Louden. With education. I am just looking at what happened 
with all the other kinds of insurance. Look at how many have wra- 
paround coverage right now, Medigap coverage. A very significant 
portion have Medigap. 

They pay for that, and I think there is a revolution going on in 
this country, and that is that people are understanding health care 
more than they ever did and they are more concerned, so I guess 
my feeling is that over time— and I go back to segmentation— there 
will be a significant portion that would be able to afford this, and 
that would be interested enough because of the protection issue. I 
think there is a significant issue related to the segments that will 
not be able to afford it, and that is where I think there has to be 
public policy. 

Mr. Wyden. Dr. Feder. 

Ms. Feder. I think two points need to be made in this regard. 
First of all is what elderly people believe about the likelihood of 
their needing nursing home care. I think in this area, surveys indi- 
cate that most do not believe that they are going to need long-term 
nursing home stays, and they are right. Very few people xiltimately 
have long stays in a nursing home, and it is not at all clear that it 
is a wise investment on their part to pay high premiums for many 
years for a service they will never require. 

The second point is that it is absolutely clear that insurance com- 
panies and other entities are interested in the elderly market, but I 
think we have to look very closely at what they are offering, and 
they are quite explicit about this. They are very cautious, and they 
protect themselves in a number of ways, as I think your legislation 
recognizes. As a result the benefits that they provide are not the 
benefits that we are talking about as necessaryto truly protect peo- 
pleagainst catastrophe. So while many people may buy policies, 
they may still be exposed to financial catastrophe. 

Mr. Wyden. I am not sure the two of you disagree all that much. 

Ms. F^ER. I think that is right. 

Ms. Louden. Yes. 

Mr. Wyden. This is very much uncharted ground. I have been 
one of the big champions of the private insurance concept up here, 
and I am the first to say this isn't going to meet all the needs. I 
would be ecstatic if they could meet 10 percent of the needs of 
older people. It seems to me by way of what Dr. Davis and I talked 
about that 10 percent that can be met by the private sector possi- 
bly frees up 10 percent of the resources so that we can help low- 
income people. 

I think that this is by no means just rosy, how do we reach for 
the gold kind of business. We are very concerned on this subcom- 
mittee about the dangers of fraud, and have gone to considerable 
lengths in our modest approach in the reconciliation package to 
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have marketing protections and other kinds of information, just by 
way of voluntary guidelines. 

This is very much uncharted ground, and both of you have really 
said we are going to need a significant public kind of program that 
18 going to cost some money to handle low-income people. For these 
people there is no great market--companies tripping over them- 
selves to ^et at those older people and their families. And then the 
question is, can we possibly get those people who can afford it pri- 
vate long-term care insurance with decent protections? 

Ms. Feder. Right. 

Mr. Wydkn. Can we get policies that companies can profit off of 
and sell the American people? 
Ms. Louden. Can I add one thing? 
Mr. Wyden. Yes, please. 

Ms. Louden. I think that one of the issues going to home-care 
insurance, it might be something that the Government might want 
to think about, is that most long-term and care insurance is heavi- 
ly oriented toward nursing home care, because that is the thing 
most people are concerned about, if they had to go into it. The 85 
and over, 22 percent, almost one-quarter of the 86 and over, is in a 
nursinff home. It is a much higher percentage. It is not your sixty- 
fives. It is your over ei^ty-fives, so there is a significantly high 
percentage at that age. But I think the issue of home health care 
and for families, the coverage that would be provided through 
home health care, is something that is going to be interesting to 
watch and to be tested— and aU of this is a test; it is going to be 
interesting to see some of the data that comes out. 

I would encourage the Government m make sure that as these 
insurance companies get into this, that that information that they 
are gathering is collected, and I know how hard it is to get, because 
they are not going to want to share it with all their competitors, 
but I think it is important that we have some information data on 
it, because you are right. We just don't know. 

Mr. Wyden. That is another reason for the approach, it seems to 
me that we take in our bill. Given the fact that there isn't much 
information, we will have the best minds from the National Asso- 
ciation of Insurance Commissioners and the senior advocacy groups 
and the private companies, all trying to work through these issues. 
Presumaoly there will be some information sharing as a result of 
it. I think that is one of the attractive things that we ought to be 
doing on the plane of legislation. 

A couple of other questions about private long-term care, Ms. 
Louden. We are interested in the relationship between DRGs and 
what is happening with the private sector long-term care market. 
Of course, you have heard, I know, about the debate over whether 
people are being discharged more quickly, when they are still fairly 
sick. Has the private sector long-term care market responded to 
DRGs? 

Ms. Louden. I think the private sector has yery much responded 
to DRGs, particularly if you look at the growth m investment and 
building of private nursing homes, the money going into what I call 
nursing homes for the rich. I have some friends that have actually 
started those and are calling them things like Whitehall. There are 
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some very interesting names and things that are going on in that 
area. 

Mr. Wyden. Called what? 

Ms. Louden. The Whitehall Just like the Whitehall Hotel in Chi- 
cago. It is a very ritzy hotel. They don't call them nursing homes. 
They give tiiem names. You hp^ e seen these. 

Ms. FKOBR. Yes. 

Ms. Louden. That has only been in the last few years. You have 
seen a lot of money poured into that. Home health care, private 
duty nursing has expimded dramatically in this country. 

Mr. Wyden. Again, in your view because of DROs? 

Ms. Louden, very much so. I mean, just home care in general, 
the visits are up dramatically, and a big part of that is not just in- 
dividuals going into nursing homes. The nursing homes are at 99- 
percent occupancy. You have got to put them somewhere. For that 
reason home health care has expanded. 

Our hospitals in the last 2 years, three-quarters of our business 
requests are how do we get into home care, and they don't want 
just Medicare agencies, by the way. They are looking at the private 
side of that. They are looking at private duty nursing. They are 
looking at durable medical equipment, because they can't afford to 
just have a Medicare agency. But yet I would say that the private 
sector has very much responded, because of the mcreased demand 
brought about bv the Medicare prospective ^yment. 

Mr. Wyden. You mentioned in your testimony that DRGs have 
forced even some of the not-for-profit organizations to get involved 
in for-profit long-term care activities. Could you tell us a little bit 
more about this, and how it works? 

Ms. Louden. Sure. If you look at, for example, hospitals, they are 

getting into not only the public nursing home, your typical nursing 
iome. They are looking at private nursing homes. We have hospi- 
tals that are acquiring warehouses and turning them into adult 
housing, and there is adult day care centers that they are looking 
at, that they are combining with child day care centers for inter- 
generational programs. 

There is the private duty nursing that they are getting into. 
There is pre-retirement planning programs, sports fitness for the 
elderly, osteoporosis, pain clinics. I can list a hundred of them. We 
have a program, a seminar actually, that we are running for the 
first time. It is called hospital sales. It is how they can sell all those 
programs, because that is what they are doing. They are at 50-per- 
cent occupancy. All of those programs are a response. They are 
also, hopefully, a way to make revenue to offset what they have 
lost. 

Mr. Wyden. As you know, our subcommittee has been very sup- 
portive of the waiver concept, speciiically the 2176 weavers, more 
availability of home and community-based kinds of services. Do you 
think the private sector is willing to play a role in offering these 
kinds of services to the Medicaid population? 

Ms. Louden. If you give attractive reimbursement, I am sure 
-they will be happy to look at it. I can tell you what has happened 
in the home heeutti care market. As you may know, the Medicare 
home care reimbursement has been capped and changed dramati- 
cally in the past year, as has the durable medical equipment reim- 
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buraement Not too long ago, Beverlv Enterprises, the largest nurs- 
ing home chain in the country, pulled out of the Medicare home 
nealth care business. They had about 90 of their agencies they 
closed. They are now targeting only private duty home health care. 
The same thing with Kelly, which is a national provider of home 
health care. They dropped their Medicare agencies, and the reason 
for that is the reimbursement was so bad they just said, "Forget it, 
we are going after private dollars.'' And so I would say, yes; the 
pnvate sector is more than willing to listen, but if the reimburse- 
ment 18 there to provide a return. 

Mr. Wyden. what level of impairment is the private sector will- 
ing to treat? This is really the question. We all hope that there will 
be higher reimbursements. This subcommittee has worked very 
hard under Chairman Waxman's leadership to do that. But as of 
now, what level of impairments is the private sector willing to 
treat? Is this it? Is this the maximum, what is out there today? 

Ms. Louden. I think that the private sector does not reaUy look 
at It from an impairment basis. They look at it from a dollar l^is. 

Mr. Wyden. Clearly if there are impairments, and your low- 
income face serious kmds of problems, those two are intertwined, 
aren't they? 

Ms. Louden. That is exactly right, and that is what I am saying. 
No matter what your impairment is, if there isn't the ability to 
generate revenue from that base of population, then it is not at- 
tractive. It doesn't re^'ly matter what the impairment is so much 
as lookmg specifically as is there reimbursement. 

I will give you an example. Home ventilator patients, dramatic 
market increase in that market, and what we are looking at is a 
situation where a lot of private insurers have suddenly added that, 
and all of a sudden every respirator home care company in the 
business is coming in saying, "Teri, I want to be in the home venti- 
lator business.' So it is that whole idea. Those are chronic patients. 
They certainly are disabled. They will be on that ventilator, many 
of them, the rest of their lives. But they become attrrctive if some- 
one pays for their care. That is, I guess, the only way I can really 
answer that. 

Mr. Wyden. A question for both of you. The administration, as 
you know, is vei^ much in favor of the idea of the voucher concept 
in terms of providing access to health care and long-term care serv- 
ices. Of a wide variety of different approaches, they think that 
vouchers would be the way to co. Under this kind of approach 
older people would basically, under their theory, have the chance 
to purchase a set of health services that would best fit their needs. 
Do you think a voucher idea works for long-term care services? I 
would ask each of you. Dr. Feder and Ms. Louden. 

Ms. Feder. I think that I would simply pick up on what Ms. 
Louden has just well expressed, and that is it depends quite heavily 
on the size of the voucher. I think that the notion of a voucher, 
because it allows freedom of choice and more flexibility, whatever, 
being able to save tremendous amounte of money over what we 
currently spend, is not a very well-founded notion, and I am ateo 
concerned that if prices are set for vouchers, that they are easily 
lowered over time or not raised to keep pace with the cost of serv- 
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ices, 80 that my view is that it is an area to be concerned about, 
not to promote simply for ideological reasons. 
Mr. Wyden. Ms. Louden. 

Ms. Louden. I have two points to make regarding that. The first 
would be that I don't think that the older adult population is edu- 
cated enough to be able to use a voucher. If you are goign to 
produce a voucher for long-term care, then vou are going to have to 
put massive dollars into eiducation, and I don't think you are will- 
ing to do that. 

I think the second thing— going back to Dr. Rowe. Give the 
voucher to the physician, and educate them and give them a cap 
and let them be involved in this. Part of the reason they are not 
interested in this market, because tiiere hasn't been Medicare 
HMOs. They certainly became interested in general HMOs as they 
started losing visits and dollars, became much more interested in 
preventive health. 

I think that if there is an emphasis in that direction, of getting 
them to help coordinate and be part of that coordination, that it is 
going to be a lot better tiian giving that to the individual who 
really can't make the decision. 

Mr. Wyden. I don't have any further questions. I think you two 
have really provided us with a very helpful panel. We might have 
had someone who thinks that we just ought to have taxpayer-fi- 
nanced programs and let's just go with that, and another panelist 
who said let's just have private programs, and let's just go with 
that. 

But as I listened to the two of you, I see there were clearly foun- 
dations for interactions between the two approaches and a chance 
to use both of them to try to meet needs in this area. We thank 
you both for your participation. Unless you have any further com- 
ments, we will excuse you. 

Ms. Louden. Thank you. 

Ms. Feder. Thank you. 

[The following letter was submitted for the record:] 



113 



116 



CENTER FOR HEALTH POLICY STUDIES 

IfM WISCONSIN AVI., N.W.. WfTI Ifi 
WASHINQTON. O.C. KOOT 



Npv«ab«r 6, 198S f-^t 



Confr«t«Mn Hanry tfaxMn 
ChAlraan 

Co«itt«t on iMrnr and Cowrc. 
S12 Anmx 1 

300 H«w J9vy AvamM. 8.E. 
VMhlngton, D.C, 20515 



Dear Con(r««SMn Vwun: 

Cn,r... e«.ld .ddr... JJrtJiL'lJ ".i^^'^:*.^ »" *»« 

•*.lu.tlii, poliol.. -ould r«Snr^rI^S.i^J!^.^ coniu^r difficult, m 
■l*(uld*d. th.t print, liu^nel ir^??^^ ? '•"•P"". how.v.r 
difficult PoUtlLllylo JS^S JjtJ? ^f,*i:,i?'; "? " 
for p.opl. uMhl. t. iSurilcJ^ 'uf flcl.ntly t. flnuc. c.r. 

- ^^^^^^ ?."ni:d.d 1. . 



lis 



116 



Novt^r 6, 1985 
Past 2 



To ipraad th« oott of ouch o bontflt ocroot tho lorgoot poaalblo 
populotlon, flnonelng would Idoolly bo through poyroll tuoo or (onorol 
rovomiaa. To allaviato oonoom obout unprodlotobu oooto, toxotlon eould 
bogln In adVMico (by porhapo ton XMro) of tho bonoflt'o Introduotlon. 
ollotflng tho sovotTMont to build up « fund to protoot oiolnot tho 
flnonelol uneortolntloo of lont*tot« coro Inouronoo. 

Altomatlvoly, tho progru cwild bo flnoneod through prtalxM pold by 
tho oldorly. Thooo prottluao ohould bo oddod to part B, not oopmoco. to 
ooouro «uia« partlolpotlon of tho oldorly populotlon. Such proaluu 
ohould bo BOdoot, olnco tho bonoflt vould roqulro tho oldorly to poy 
otibitMtlol oaounto out-of-pocfcot. Thoroforo, proaluaa ohould bo 
otiboldliod If noooooory. 

Until auoh o pooltlon lo onoetad, laprovoaonto in Kadlooro'o oovorogo 
of ohort-tora po«t-hooplt«l eoro and Kodloold aiduncoaonto eould ollovloto 
probloao faood by eurront oldorly. Kadleold onhaneoaonto oould Includo 
bottor protaetlon of opoujoo' or othor dopondonto* rooourcoo, twt 
rootrletlono on eovorago of In-hoaa «nd eoaaunlty boood ooro, oltorotlon 
of tho Mtehlng focwilo to provldo aoro funda to ototoo with high 
proportion* of oldorly, and grootor fadorol ovorolght of ototo polloloo to 
ooouro afflelont aothodo of poylng provldoro\ and controlling utlllcotlon. 

I congroculoto you and your aUbcoaalttoo on thlo effort to laprovo 
long-tor* coro financing and aa glad to bo of aaolotanca. 



Vary truly youra, 



JudMi Fadai 
Co- Director 




120 



117 

Mr. Wydkn. We are going to take a 5-minute break before the 
start of panel 3. We will resume in 5 minutes. 
[Brief recess.] 

Mr. Wydbn. The subcommittee will come to order. Our last panel 
today comprises representatives of various long-term care delivery 
g^tems that are now available in the United States. Mr Jack 
Ebeler is vice president of Group Health, Inc., based in Minneapo- 
lis. Group Health is the site of one of four Medicare HMO demon- 
stration projects. 

Mr. Lloyd Lewis operates a life care community program private 
sector delivery system that has grown tremendously in the last few 
years. That program is located outside Philadelphia. 

Marie-Louise Ansak, from On Lok, a senior health program to 
assist the frail and elderly in San Francisco. That program is being 
finwiced in part through Medicare and Medicaid programs. 

Mr. Wyden. We thank all of you for coming, a chance to see 
some familiar faces. We will make copies of your prepared remarks 
a part of our record in their entirety, and if you could summarize 
some of your key concerns, we will have plenty of time for ques- 
tions. We have a number for all of you. 

So let us begin with you, Mr. Ebeler. Welcome. 

STATEMENTS OP JACK EBELER, VICE PRESIDENT, CORPORATE 
SERVICES, GROUP HEALTH, INC; LLOYD W, LEWIS, EXECUTIVE 
DIRECTOR, KENDAL-CROSSLANDS; AND MARIE-LOUISE ANSAK, 
EXECUTIVE DIRECTOR, ON LOK SENIOR HEALTH SERVICES 
Mr. Ebelbr. Thank you, Mr. Wyden. Having had the privilege of 
working on the staff 3 years ago, I know first hand of the subcom- 
mittee s commitment to addressing long*term care issues. I am 
pleased to have this chance to work with you again in that effort. 
Our panel is reviewing deUvering system alternatives. I have 
Mked to review one such alternative, the social HMO 
[SHMQJ. Group Health, Inc. and the Ebenezer Society in the Twin 
Cities jointly developed our social HMO, called Seniors Plus. It is 
one of four sites where this concept is being tested nationally by 
ttie Health Care Financing Administration, including the Kaiser- 
Portland plan that you mentioned in your opening statement, Mr. 
Wyden. 

I want to present four items for the subcommittee's consideration 
this morning: 

An overview of current problems in delivery and financing of 
long-term care services; 
A summary of the social HMO model; 

Some specific examples of how Seniors Plus cares for the elderly 
today; and 

Finally, some idea of what you can expect to learn from the 
social HMO demonstration as you pursue the development of long- 
term care policy. 

The problems were covered by a number of your witnesses earli- 
er this moniing and by the excellent CRS paper that was prepared 
for the subcommittee. Let me summarize summarize those prob- 
lems: 
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First in the area of financing, our public and private financing 
systems are biased towards acute care and institutional care. They 
simply do not cover the spectrum of long-term needs of the elderly. 

Second, the problems in delivery stem from the fact that we do 
not offer an integrated system of care. Needed long-term care serv- 
ices are often not available because they are not covered. In addi- 
tion, the delivery of acute services remains artificially fragmented 
from the delivery of long-t jrm care services. As a result, services 
are fragmented for the population that most requires a continuum 
of care to meet their needs. 

Third, the fUll spectrum of services that an elderly person needs 
is not coordinated. Instead, we leave it to each elderly consumer, 
their family, and friends, to negotiate their way through a complex 
system at the very time they are least prepared to do that— when 
th^ are ill. 

Finally, the cost of long-term care services continues to rise. 
Medicaid picks up the m^jor portion of catastrophic long-term care 
costs, and the elderly generally have to impoverish themselves to 
get that coverage. While we are beginning to address the problem 
of acute care costs, we have not yet addressed long-term care costs. 

The social HMO model applies many of the proven concepts of 
HMOs to the long-term care field. HMOs like group health have 
been shown to provide quality care that is as good or better than 
the fee-for-sennce system at a more affordable price. The social 
HMO is a prepaid, managed system of health and long-term care 
designed specincally to meet the needs of an elderly population. 

The social HMO finances and delivers a full range of comprehen- 
sive hospital, medical, and long-term care services. While there are 
limits on the annual and lifetime amounts of long-term care, due to 
the uncertainty of insuring those benefits, it remains quite simply 
the most comprehensive coverage available. 

The social HMO integrates this delivery system and coordinates 
the care needed. The core is a case management system, a unit of 
nurses and social workers. They work with the client, the family, 
and the providers to identi^ and arrange for the care needed. 

Finally, as a prepaid entity, the social HMO offers an alternative 
to the backward incentives in traditional financing and delivery 
programs. The elderly pay a limited amount of out of pocket— just 
$29.50 per month in our Seniors Plus plan and the social HMO is 
at risk to provide services in a costrefiTective manner, with risk 
sharing by Medicare during the demonstration phase. 

Currently, more than 5,000 elderly persons are enrolled in the 
four national sites, including 372 in Seniors Plus in Minneapolis. 

Those statistics tell just part of the story. The potential impact of 
this approach can be seen more clearly if we look at some specific 
case studies. Let me briefly review one to give you a sense of the 
human side of the program. An elderly couple in their seventies 
are members of our plan. The woman has Alzheimer's and is cared 
for at home by her husband. Seniors Plus provided adult day care 
services 3 days per week to provide some relief to her husband and 
to keep her involved in the community. 

When the husband needed to go to the hospital for miu'or sur- 
gery. Seniors Plus covered her nursing home services while he was 
in the hospital. Upon his return, she was also returned home, but 
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with an Mpandad day oantar aarvica jpackaga, and with homemak- 
ar aarvicaa to halp tham out during hia pariod of recovery from the 
•^^•■Y' *?• " raoovarad, and her day canter aervicea are once 
ai^ back to three timaa per week. He attenda a care^ver aup- 
POrt group to give him aome experience in learning how to care for 
the diaabled, and aome aupport among people who are in similar 
aituationa aa himaelf . 

Some other caae atudiaa have been included with the teatimony, 
Mr. Wyden. 

We are axdted about the concept, but it remains a demonstra- 
tion. The iaaue for the aubcommittee» and for all thoae involved in 
PublicpoUQv. ia what can you expect to learn from that demonstra- 
tion. The following are some of the questions that we hope we will 
be able to answer for you in the ftiture as you develop long-term 
care policy. 

Fintf are acc ea s and continuity of care actually improved 
through caae management? 

Second, will expanded long-term care benefita actually cause the 
elderly to enroll in a plan? 

Third* ia quality comparable in a aocial HMO setting? Quality 
haa been proven to be aa good or better in traditional HMOs» but 
can we expect that for long-term care for the elderly? 

Fourth, will the increaaed availability and use of outpatient and 
conununity services actually reault in lower inpatient utilization, 
both in hoapitals and in nuraing homea? 

Finally, will the coat for Medicare* for Medicaid, for the Social 
HMO itaelf and for the elderly beneficiary be reduced? 

The demonstration providea an opportunity for all of us toleam 
about theae issuea at the same time we serve the elderly. Those of 
us involved are grateftil for this subcommittee's continued leader- 
ship and look forward to continuing to work with you. Thank you. 

Mr. Wydin. We thank you for your usual excellent job» Mr. 
Ebelar, and we will have aome questions in just a moment. 

n]astimony resumes on p. 187.] 

[The prepared statement of Mr. Ebeler follows:] 
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Mr. Chairaan, it ii a pleasure to be here thie morning at the 
Subcoonittee reviews long-term care iisuee. Having had the priviledge 
of working on the Subcommittee ataff three yean ago, I know first- 
hand of your commitment to enhancing our knowledge of the complex 



public policies to resolve those problems. I am pleased to have this 
opportunity to work with you again in that effort. 

Our panel this morning it reviewing delivery system alternatives, and 
I have been asked to review one such alternative — the Social HMO 
(SHMO). Group Health, Inc. and the Ebeneser Society in the Twin 
Cities developed our Social HMO, called Seniors Plus, as one of the 
four sites where this concept is being tested nationally by the Health 
Care Financing Administration, The other three sites are Elderplan in 
Brooklyn, New York; SCAN Health Flan in Long Beach, California; and 
Kaiser-Fortland, in Fortland, Oregon. 

I would like to present four items for the Subcoamittee' s con- 
sideration this morning: 

o An overview of current problems in delivery an*^ financing of 
long-term care services; 

o A summary of the Social HMO model; 

o Some specific examples of how Seniors Flus cares for the 
elderly today; and 

o Finally, some ideas of what you can expect to learn from the 
Social HMO demonstration as you pursue the development of 
long-term care policy. 



long-term care problems confronting us, and to developing appropriate 
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Current Problem! 

The problens in delivery and financing long-term care services have 
been reviewed before by this Subcommittee and were covered by a number 
of your witnesses earlier this morning. Let me suanarize some of the 
problems that Social HMOs like Senior Plus are trying to address. 

o Financing; Our public and private financing systems have 

created problems because they are biased toward acute care and 
institutional care. They usually do not cover the spectrum of 
long-term needs, especially non-institutional needs, of the 
elderly. * , , 

o Delivery System; The problems in the current delivery of ser- 
vices Bteja from the fact that we do not usually offer an 
integrated system of care. 

— Needed long-term care services, especially home based and 
non-institutional services, are often not available to 
elderly citisens because they are not covered by 
insurance. 

— The delivery of acute medical services remains artifi- 
cially separated from the delivery of long-term care ser- 
vices. Services are fragmented for a population that 
requires a continuum of care to meet their needs. 

o Coordination; The full spectrum of financing and delivery 
services that an elderly person needs is not coordinated, 
because we have not integrated the financing or the delivery 

-2- 



126 



128 



■ysten Id a logical wiy. As i reiult, Ve leave it to each 
elderly coDiumer end their family and friends to figure out 
and negotiate their way through a complex system at a time 
when they are least prepared — when they are ill. 

o Cost; The cost of long-term care services continues to rise, 
with Medicaid picking up a major portion of catastrophic long- 
term care costs once the elderly have impoveriahed themselves. 
For example, in Minnesota, we have succeeded in bringing acute 
care costs per capita to 10. IZ below the national average by 
moving toward more competitive pressures on providers through 
HMOs. However, no such competitive pressures exist in long- 
term care, and our long-term care coats are more than double 
the national average. 

The Social HMO Model 

The Social HMO model applies many of the proven concepts of HMOs to 
the long-term care field. The Social HMO is a prepaid, managed system 
of health and long-term care designed to meet the needs of an elderly 
client population. The key features are as followa: 

o Financing and Delivery. The Social HMO finances and delivers 
a full range of comprehensive hoapital and medical services, 
and long-term care services, including in-home and non- 
institutional services such as homemaker services, care-giver 
education and support, and respite services. It ia quite 
simply the most comprehensive coverage available, and a 
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conplete lunDary of th« Seniors Plus benefit package coopered 
with Medicare coverage is attached for the record. 

o Coordination. In addition to financing and delivering the full 
range of services, the Social HMO integratea this system and 
coordinates the care needed by the individual. The core of 
the system is a case management unit of nurses and social 
workers who work with the client, family and providers to 
identify and arrange for the care needed to meet the indivi- 
dual needs of the elderly. 

o Costs. As. a, prepaid entity, the Social HMO and its providers 
offer an alternative to the backwards incentivea in tradition- 
al financing and delivery programs. The elderly pay a limited 
out-of-pocket premium — just $29.50 per month in Seniors Plus 
— and the Social HMO ia at risk to provide services in a cost 
effective manner. Since a full range of services is 
available, the case manager and provider can select the most 
appropriate care for the individual, and not default to expen- 
sive hospital or other institutional care because it is the 
only option. 

Current Situation and Case Examples 

Currently, more than 5,000 elderly persons are enrolled in the four 
national sites, including 372 in Seniors Plus in Minneapolis. 

The statistics tell just part of the atory. The potential impact of 
this approach for the elderly can be seen more clearly if we review 
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8one specific case studies from Seniors plus. Copies of three such 
case studies are attached, but let roe briefly review then for you. 

o The first is an elderly couple in their 70 's. The woman has 
Aleheimers, and is cared for by her husband. Seniors plus 
provided adult day care services 3 days per week to provide 
some relief to her husband and to keep her involved in the 
coramunity. When the gentleman needed to go to the hospital 
for major surgery. Seniors plus provided nursing home services 
for her. Upon his return, she was also returned home, with 
daily adult day center services, and homemaker services during 
his recovery from the surgery. He is now recovered, and her 
day center services have been scaled back to 3 times per week. 
In addition, he has attended a care giver support group 
offered by Seniors Plus to learn more about caring for the 
disabled and for himself, 

o The second is a 70 year old woman with a number of health 
problems, and difficulties with daily activities. However, 
she is determined to stay at home as long as she can. 

She receives daily homemaker and health aide service from 
Seniors Plus, and a Lifeline Emergency Response System so she 
can. call for help if she has a fall or cannot reach a 
telephone. She receives home delivered meals for her main hot 
meal of the day. She attends day center twice a week, and a 
nurse at the day center monitors her health conditions. She 
also sees her physician on a regular basis for regulation of 
her medications. 
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She would need nursing hone care if she did not have Seniors 
Plus services available to her. Her income is United and if 
she entered a nursing hone, she would be on Medical Assistance 
within 90 days. The total cost of care is now approxinately 
$99S/nonth. If she were in a nursing home on Medical 
Assistance, the average area monthly cost would be $1,478. 

The third case is fcn 88 year old widow, living in a senior 
high rise, with nild menory loss and confusion. At the time 
she enrolled in Seniors Plus, she was doing her own housework 
and personal care. 

Soon after her enrollment, she was taken to the Emergency Room 
due to complaints of aevere back pain and sudden inability to 
walk. She was admitted to a transitional care SNF facility in 
lieu of hospitalization, which would have been the only reaso- 
nable alternative in this case. Her mental confusion 
increased, so she was tranaferred to an intermediate care 
facility to attempt to stabilise both her physical and mental 
health. 

Her wish wss to return to her apartment, and her physician 
supported that goal. Aa she improved, a physical therapist 
took her to her apartment to evaluate her ability to function 
safely. A hone care plan thac included homemaker/health aide 
service and maintenance home physical therapy treatments was 
established through her case manager. 

She is now home. She still shows mild signs of mental con- 
fuaion and poor judgement. For example^ she recently 
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purchaa«d $2DD0 in htaring aidi from a door-to->door lalainan 
without realising ih« hai coverage for that lervice under 
Seniori Plus. The case manager was able to work through Legal 
Aid to get the contract cancelledt 

Her ability to remain at home is fragile and depends largely 
on her mental statust Her home care plan has now been able to 
be reduced to homemaker/health aide service three times a 
week. The regular contact from a case manager remains an 
important part of the care plan* 



What Can Be Learned from the Social HMO Demonstration 

An important issue for the Subcommittee and for all those involved in 
developing public policy in this area is to define what you can expect 
to learn from the Social HMO demonstration. The evaluation protocol 
is currently designed to aasess whether Social HMOs meet their objec- 
tives from the perspective of consumers, providers, and government. 
The following are some of the questions that you will be able to 
answer in the future as you develop long-term care policy. 

1. Are access and continuity of care improved through case 
management? 

2. Are expanded long-term care benefits a primary cause of 
enrollment? 

3. Is quality comparable in a Social HMO setting? 

4. Will the increased availability and use of outpatient and 
community services result in lower inpatient utilization? 

5. Will total costs for Medicare, Medicaid, the Social HMO,' and 
the beneficiaries be reduced? 

The Social HMJ demonstration provides an excellent opportunity for all 
of us to learn more about these issues. Those of us Involved in that 
effort are grateful for this Subcommittee's continued leadership, and 
look forward to continuing to work with you* Thank you. 
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BENEFITS AND 
SERVICES 


YOUR PRESENT 
MEDICARE 


SENIORS 

PLUS 


AH DlCAl SI KVin S 


AND SlIIMM 11 S 


1 


IWVIiffv ^VmM vMOTfW 


psy 100%. Woutinr gfr»fmire h«>hh 
csvi icnicct not cowttd by Mf4icMt* 


^bw pay notMi^i 


Caric^f •Cfftnifv (mt Inc imcnlfll bMcd 
on AmcHcM Oncvf Sockty guklcimffi) 




Ibii pay noihlf^ 


Routine (mm cifff 




Ifau pay noibini br hyyknic cart, carr br 
lymfMfm of fUi fert. nmotil of calluics, 
cotnaand waRB» 


Routine c\v rximlMtlora and cjtgUim 




Ibu pay nothlm for routine tiamlnatiom. 
One pair of aywaaies from a ^ecUlcd 
lelccclon provided with Sm c»wimm 
every two yean or wftcn a Group maith 
Inc. oplithahnok(lit or ojpaomctrist Rndi 
that your prescrlpfkwKaidunccdsifnlfV 
cam^ CMKt lenses prorldedirM when 
tnedkaHy neecnai> 


Routint h«Mln| eB4m and hurlf^ iMi 


UMpsgrUO^. 


Uni piy nothiM fer louilnt CMmlnatlons. 
OnilMailni aid provided with S0% eo- 
Mymcnt e«cty two yean If needed. Initial 
httlfig senkms coveted In full. Ifau must 
select from Group Health Inclt selection 
ofbwlf««ids. 


ImmunlsMiom 


Hwpiy KXWCBrraurinc prtventl«c 
Ifflinunbitlons cicrat Car pneumocooul 
vacdnfclftM pijr 209( Car ImmufOiationt 
fequlred at a icsult of Injury or direct 
expoaun » Infectious olBeaic. 


Ibw psy nothti^ 


DcmalcMv 


Uni pay 10096 ferroutinc dental cart. 


Ibo pay nothing far prcvcnchv and 
dl^pMHtlc care UichidlM eiams. »«Byi and 
deanby every sis inontM.Thit Includes 
desirfrti of dentures. 1bu can obtain 
•ddhkmal car« far teeth and dentures 
widi a 209( dlicoum at Group Health 
lacfedlMct. 


OflktvMti 


Hm pm S7S deductible per calendar year 
plia m of Medicut aAoirablc chafges. 

If letTloci con more than Medicare 
allowible chaiiei, you pay tOOJ( oTthe 
difference* 


Ibu pay nothing. 


Mcdlcd*iau|(cilcai« 


Ifau pay nothing. 


Dtignoiric tests * tnatmcM 


Ifau pqr nothing. 


Ubocaiofy It Xht^ tfsa 


1fau pay nothing. 


Rjdiolofy ft FMhology 




Ifau pay nothing. 


Dftsslnfi, tfi\nti k CMti 




Iby pay nothing. 


InpMknt ph]fiid«i * sufgkal senrlccs 




Ifau pay nothing. 
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BENEFITS AND 
SERVICES 


YOUR PRESENT 
MEDICARE 


SENIORS 
PLUS 


Oent«l/Mrdk4l Cm 


After deductible, jmi piv co-ImuNnce for 
luffery of the Jaw M>d reiairU Urvciuret, 
irtalmeni of oral Inlecilon and dental 
procrdurei thai are Inicf rat pun of medkal 
procfdurct. 


Ibu p^ nothlnft for uiijrr) of the {aw ts 
relaieaiiructufcvtreaimcni of oral 
in^tiofi li dental procedures that are 
inli^ral pirtiof mediul procedures. 


Dur«Uc rrwdkil rqulpmrnl & 
protiheik drvkrt 


Mrdiurr deductible and co-imuranc* tpfHy. 


Ibu pay nothing when equipment or dn ke 
It prncrlhed tt selected b; a Greup Heatih 
Inc. ph)-sklan. 


Blood ft blood dfrivMlws 


TTiree pina deductible. 


\bti pa)- nothing, Three pino deductible 
eliminated. 


Ph}<lcal thcfipy 


Medicare deductible and co-Inwnnce 
apply 


Ibu paN' nothing for scrvkei as defined \iy 
Medkare guidclinet. 


Occupiiioiul ihet»p\ 


Medicare deductible and co-lniurance 


M)- nothing ht scr> kei as defined \k 
Metfkare guidclinet. 


Sprtch piiholoiy Mnicn 


Medkare dcducilbtr and co>lnfuru)ce 
appi): 


Hbu pty itothiiw for sen kei as defined hy 
Medkare guidelines. 


iUdUllonthcnpy 


Medkare deduciiblr and co'lmurance *fpiy 


Ibu pay nothing. 


Prncriptlon dfvgi 


\bu pay IOCfJ%, 


Hbu pa)' 92.00 fcr up lo 1 34<day supply of 
wcicriptlon dnin when purchased at i' Group 
Health Inc. or Group Heilth Inc.* 
approwd pharmicjii 


INPATinNTSnRVICHS 


Scmi'privstc roomf muh. tpecUl dko 


GMrwe tlmlicd to 90 dayi per benefit 


Hbu pM' nothing Sot unlimited dayv as 
autKorued by i Group Health Inc. ph)<slctan. 
('Private room coveted if medically 
neceiur>) 


Opcniini room, ipcdil care unia 


period, ibu pujf deductible tor Vm 60 
day*. Ibu pn co>lniunncc per day lot 61*90 
da)t.Then nr 60 day lifetime reserve you 
pay hitter co-insurance per daji Ybti pay 
100% after th\i tt uted up. (*PKvate room 
covered if medically nccctur>) 


Ubonrory teits 


NuningM>vkci 


Necesury medical uipptlcs «nd luc of 
applUncn 


Dnigi fumlihcd by hospiul 


Medkat socUl lervka 


Blood h iu Mlnilnlinitlon 


Three pfnts deductible. 


^fc»t piy nothing. 



Federal Medicare oBlcials estimate that co'paymenc and deductibles under basic Medicare coverage will cost 
the average Medicare beneficiary $33 87 per month in 198S. Your SENIORS PLUS membership will provide 
coverage ofall co-pa)'ments and deductibles plus coverage ofall extended benefits listed in this brochure. 
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BENEFITS AND 
SERVICES 



YOUR PRESENT 
MEDICARE 



SENIORS 
PLUS 



SrmipHvtw roomf idmI*. iptcbl dicti 


For cart that meeta wedOc Mcdketf critetia for coverage. For 
additional SENIOKSPLUS bcncRta. ice Ut^lcmi Can lectkm. 




Nunin|Mfvk«i 


Coverafv limited lo 100 dayi per benefit 
period and only If it bltowi ho»lul Kw of 
at kaat S diyi. Ibu pay nothlm fer (he rint 


>bu pav nothing lor unlimited da)t. ai 
authmlied by a Croup Health Inc. 
phyticlan. (*Priv4tc room covered if 
medically ncceaaary) 




Dny Kimhhcil hj ikilkd minli« facility 




Ntctwry mtdiol Mppli«i 


20 dnt. >bu par co-imutance per day for 
dayiiina 




Pfiyilcil. oocupttloMl and ipMch thtnpy 






Uw of ifdUfwts and cquipiwiM fumlihed 
b)- iht' bdUty (i^ at cfuichcs, bfKtt 
^irhcckhaln) 








Mcdbcal MCbl wnrkc 








1 HOMi; 1 ir.AITI 1 CARL SF-RVICHS 




For care thii meeii ipedfk Medkaie criteria for aM«n|C. For 
additional SENIORS PLUS benenii, ic« Lof«-l«m Care aection. 




Skilled nunirf t home health aide anvicM 


Ibu pay nodiiif (or unlimited viiiti. 


Ion pay nothii^ Ibr unlimited vblts. 




Occupational ipwch and phyilcal ihctaplcs 


pay nothing. 


Ibu pay nothlif . 


Medical wdalMHca 


Itw pay iMMhii^ 


Ibu pay nothii^ 


Medical lupirilct k ciiylpfiMni lumiilMd 
h]f the home heald) ^leney 


Uw pay nothing. 


Ibupaynoihlr^. 


1 LONG- 1 I;RM CARI; SI-RVICIiS 


"fiMat benefit pacbga 




SENIORS PLUS will pay up 10 SSOOO for 
aiqr combination of ton^fenm caic lervlcca 
provided during each oontraet yeac >bu 
pay 20%. we pay SOJI up to our SSOOO 
limit Nuniiwhonwcovcr^cairteta 
S6$00 lifetime limit. 


CustodUl can in a iklllcd nunii^ facility 
or intermediate caic facility 


Ibu piy 100% far cuttodial care at hocne or 
in a nuning home. Not cotereH b) Mcdtcaie. 


Coven any nunlM home itay Including 
rcuitte care In a pian-appraved facility 
$ub}ea to cofayment and benefit limit 
Umd above. 


In^homc Nippon lervko 




Subject to co>pavment and benefit limit 
lilted above. Includes all home health 
lenico beyond current Medicate guIdeUnei« 
hoTTKmaket; medieat mn^orutioitt adult 
day center lerviceti cmeigency icipotue 
oommunicaiion lyitems, artd malnteivmcc 
level phytiealt occupational and tpeech 
dwnpj^ 
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BENEFITS AND 
SERVICES 



YOUR PRESENT 
MEDICARE 



SENIORS 
PLUS 



Sen kc CwniiniHon 


Nm provided bjr Medkarc. 


Provided (at all membcn rtcrWii^ lona* 
irrm care lervkcs lilted above. Individuallied 
auliunce with pUnrtins and coordinaiiry 
ihr lull range ornecdra len ka, indudiry 
non-cchercd icrvket luch as borne delivered 
meali or chore lervket. 

A special coninci with Heruwpirt Count)- 
allows Service Q>ordinaion lo wnnge 
addiiiorul homcinaI«r and chotc scrvkcs 
10 eligible members. 


MffiMTAL nrALHI AND CHEMICAL DWENDnNCY CAKE 


infuilcni mcnttl heilih cm brcriiti* • 
inirnTnilof) uti thoit'Mnn pt%choihcnp}' 


OyKxnge umc M Hotpful Inpaitcni Circ 
wlih 190 da)' lifetime limil InrnvhUlric 
hoipital. 


Ibu pn- nothing Ibr up to 90 days per 
beneOi period plus ai^ oT )t>ur rerminiiw 
to lifetime reserve itji. Unlimited number 
oTbenefii pertods. 


Scmi-pfivtre roc^ and necciuf)- Knices 
mdiupplin 


Services of mychiatrliis, ptychologhu ft 
menial Kealih couniclon 


1bu (MY S75 deducilblc. Covcf^ 
Kmitea to S2S0 per yeat 


Ibu pa) only $10 per visit Ibr up to 20 
vislti per calendar ycat 


Owmical drpcndency crcaimeni 


1bu pay deductible. 


Ibu pay nothliw far treatment given or 
auihomed bjruroup Health Inc. providers 
throt^h ibimai outpatient chemlea) 
dependciKy prognink 


IN-AREA EMERGE! 


NCY SERVICES 



Eineisency Krvices Irom hospiul or 
ph)'skian in service area 



Hbu pay regular Medicare deductible and 
co-insurance as described In Hospital and 
Medical Services sectloits above. 



Hbu pay nothing. Ibu should fwdfy Croup 
Health Inc. as soon as poniblc. 



IVERAGE 




Emencncy or urgently needed care tu 
treat illness or injury Including inpatient 
hospiul axtd physician 


Ibu pay regular Medicare deductible 
and do-insunncc at described in Hospital 
and Medical Services sections abotv. 


Ibu pay 20% of the first SSOO. then you 
receive same ccwenge as physician and In* 
patient services abowe (anywhere In the 
UoHd). 


Ambulance 


Kof Y»f regular Medicare deductibles 
at described in phj-sician services listed 
above. 


Outside of service area. Croup Health Inc. 
pays 80% of the Edr and reasotuble charge: 
rermining 20% is member co-payment. 
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LOCAIIONS 



Choose from 14 convenient medical centers. 



Apple Villcy Health Center 

15290 Pennock Lwe 

(ISOih Street & Ce<Ur Avenue) 

Appte\U)c);MN 55124 

Bloomlngton Medkal Center 
(with Dental) 
8600 Nkollet'Avcnuc 
BlaofnlfHton. MN 55420 
884^1150 

Brooklyn Center Dental Center 

5901 John Mutin Drive 
Brooklyn Centei;MN 55430 
566*3770 

Brooklyn Center Medical Center 
6845 Lee Avenue North 
Brooklyn Centen MN 55429 
566-9500 

Como Medical Center 
(with Dental) 
2500 Como Avenue 
Sc. PtolMN 55108 
641-6200 

Maplewood Medical Center 
2165 White Bear Avenue 
Maplewood, MN 55109 
779-1500 

Mental Health Center 
1605 Eustis Avenue 
Sc. Piiul, MN 55108 
646O610 

Plymouth Medicaf Center 
Four Seasons Shoppli^ Center 
4220 Lancaster Lane 
Plymouth, MN 55441 
559 1707 

Ridgedale Medical Center 
14001 Ridgedale Drive 
Mlnnetonk«.MN 55343 
546-2500 

Rivenide Medical Center 
(with Dental) 

RUiview/St. Mary^ Medical OfRce BIdg. 
606 24th Avenue South 
Minneapolis, MN 55454 
37M600 



SKYWAY 



BROOKLYN 
CENTER 
MEDICAL 



BROOKLYN 
CENTER 
DENTAL' 

PLYMOUTH' 
RIDQEDALE^ 
WEST- 
UPTOWN 

RIVERSIDE 



SPRING LAKE MRK 
WHITE BEAR LAKE 



MAPLEWOOD 



IWhlltBflarMnM 




-STMUL 



COMO 
MEDICAL A 



)V MENTAL 
^^s_ HEALTH 



BLOOMINQTON 

APPLE VALLEY 



St Paul Medical 
(with Dental) 
205 South >\bUsha 
Sc. Paul, MN 55107 
224-3711 

Skyway Medical Center^ 

(with Dental) 

701 Fourth Avenue South 

MinneapolU,MN 55415 

333-1800 

SpriM Lake Park Medical Center 
(%vithDenUl) 
1415 81st Avenue N.E. 
SpriMUke»^rk,MN 55432 
780-1551 



Uptown Medical Center* 
Calhoun Square, second level 
Lake Street 9t Hennepin Avenue 
Minneapolis, MN 55408 
8224500 

West Medical Center 
1533 Utica Avenue South 
(Highways 12 & 100) 
Sc. Louis Park, MN 55416 
544-9571 

White Bear Lake Medical Center 

1430Hig|tw«y96 

(Highviiy 96 & Birch Uke Road) 

White Bear Lake, MN 55110 

426-1980 
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AN lAll'OIUAN I KI AIINDI K 



^^^mm^^J^ ^^^^ ui|f m ur? owtildf iht irnkt mil imiM bt provM bjv or «mMH 

MilwffffH Ipjr • CfOMf Hf ilih Inc. |rti)fkUn. Lon| ttnn urt tmkct mull bt tuihoHifd ^ • SENIORS PIUS Sfniw CdofdiMiof. 

IM WCIWCy lUVICUi IfwMt mtdittl c«ft mtivrd uwlt r thlt Plm imldt of outttdc tht SENIORS PLUS itHci im %»hkh It 

ITllllL'^" " *T!*!'?*'';i''*'T*?'* '''i'"> untrMwd » mt^nM wmiW rtHili In iht mKoui 

ItnpAlmMM of IM mt mbtrv htilth or omh, 

UKGINTUr NllOlO CARIi Includci btntflii tmtwi undf r ihit PUn whtW iht mtmbtr It ifmnNMily ouokk SENIORS PLUS ttHct 
MM «« hkh Mt rmM In onfer lo prnvni i ttrtow dt trrionikm In iht mi mbtrV hcihh *nJ whkh cmmh bt dcUjvd until tht mtmbtr 



•CiHi«lcf% 

* CHlW D^fvlopmtnt 

* Quid Pi%chtMr> 

* DtmiMolo|y 

* Endocrinolofy 

* hmlljr Pnctkt 

* CtMfOtMtfolo|y 

* CtfWftI Sufftry 



* liUiK I loM DHtMtt 

• Imtm*! Mtdkint 



* Otiitirtet ifid C)TMco)ogy 

* OfecupMloAil Mtdkint 

* MlMrtc Cudlology 

* MiMrtc Endocrinology 

* Mittrk HtmMologjr 

* Mktftc Oncology 

* Piychtotry 



* Rtpfoducthv Endocrinology 

* RhtumMology 
'Ufoloty 



f MVICn AND f UPPUnHOT COVIKID 

• UnMithorindcMtobulntdftomtnon* 
CfpujpHo ahh Inc. proMdtr tictpt for 
tmtfgtncy NWlcfli mywhtit or uigtntly 
nttdtd CMi ouiiidt iht itnrkt wm. 

• Ore obulntdounldt the ttrvkt um» 
whkh coutd hm bttn aniklpMtd btbrt 
luvI'ViMitrvtevMii. 

• Cowntite MMCK unitu Craup Htalih 
Incl MtdkATbiractor Andi It to bt 
mtdk«lly ntetMtr> 

• Elictlvt ptDctdum wHkh m not dttc^ 
minodiDbtln«mtmtnfVb«l Inttrw. 

• ^fecMlonil. fccfMHoful, and tducadonJ 



• CuModitl c«r« in • ikllUd nunlr^ or 
InttrmtdUit cwt fccllliy only ptRl«ny 
covtrtd m tipUlntd in brochuit. 

• Cqulpmtm whkh modlRti « |iomt or 



• Ivod Hippltmtntt whkh art not medl* 
ally ncciNtfy In Group Hcilih |nc^ 



• Mtmal hotlih trumMiii roqulrti^g more 
ihw WoutpiHtm vteitt. 

• Oi|M or beiM marfDw mntpUntt and 
other eipeHmcfital procedures, (eiccpt 
kJdney and cotneal tnnaplanti). 



•"ftevel. 

• l^nonal or cotnbft ttemi durii^ 
Inpartcm cart (e j. TV. telephone). 

• Dcntwci In atimnt all caaca. 

• Onkopedk ahoci (unlets part of bract) 
or fcot iu p poita« 

• ntvale duty mining. 



^Hf ?fj* *r*7."^* ^ ipteialiy physklara on the staff of Croup Hulih Inc.. m well m a list of aftlUied hospitals Is available from ow 
iwaratiii\g oepartment* 

m encouiM masnbmto if «t i» 

wM^waM be aalhfeiM wt do offer membcn a mcdMnlim through whkh complaints may be feimatly reaol*cd. This complalnl procedure 
kify n J p u olw d limnea between members and Cioup Heahhlnc. or Ebcneaer Society or Ui wwi mei iiben and howTtals or physktons 
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CASE STUDY II 
Caregiver Support and Alzhelners 



Nr. A Mrs. S. are In their 70's and are both members of Seniors Plus. 
Hrs. S. Is a 72 year old woman with a severe Alzhelmer's-type Illness. She 
lives In an apartment with her husband » who provides 24 hour care. She cannot 
be left unsupervised even for short periods of time. She requires assistance 
with bathing^ dressing^ and needs reminders and supervision for eating and all 
other activities. Mrs. S. frequently attempts to leave the house on her own 
and on several occasions has wandered the streets for hours before the family 
or police have been able to find her. The husband literally has to lock the 
Ifwo of them Into their bedroom at night to prevent her from leaving when he Is 
asleep. She Is In excellent physical health and Is a large» strong-willed 
woman. When persons other than her husband attempt to prevent her from 
wandering* she becomes combative and has become physically assaultive. 

The Seniors Plus program provides Adult Day Care to Mrs. S. three days per 
week as a way to both provide role relief to the husband and to keep Mrs. S. 
Involved with other people and activities. Recently Hr. S. needed hospitali- 
zation for major surgery. Seniors Plus provided nursing home coverage for 
Nrs. S. during that period. When Nr. S. returned home» Mrs. S. left the 
nursing home and also returned home. Seniors Plus Increased Adult Day Center 
service to dally and provided homemaker service for Nr. S. during his recovery 
period. Nr. S. has now resumed his role as hommaker and caregiver. Nrs. S. 
continues at Day Center for three days a week. % Seniors Plus case manager 
remains Involved with . both of then to monitor their progress and to help 
Nr. S. plan for the expected decline In Nrs. S. due to the nature of her 
Al zhelmer' s-type Illness. The case manager arranged for Nr. S. to attend a 
Caregiver Support group coordinated by Ebenezer» a co-sponsor of Seniors 
Plus. At those sessions Nr. S. learns about caring for a disabled person and 
about taking care of himself. He has a chance to talk with other caregivers 
In similar situations. Nrs. S. sees her Group Health physician on a regular 
basis. With the consultation of a geriatrician » an attempt Is being made to 
use medication to help control her agitation and combatlveness without 
Impairing her energy or ability to participate In activities. If Nr. and 
Nrs. S. did not receive the services offered through Seniors Plus, It Is 
likely that either Nrs. S. would be In a nursing home or Nr. S. would have 
postponed surgery or otherwise Ignored his own health concerns. 

The monthly cost of the care plan for Day Care for Nrs. S. Is $322. 
Seniors Plus pays 80%. The extra cost for the short-term nursing home stay, 
additional day care, and a week of homemaker service was $1435. Seniors Plus 
covered 80% of that one-time expense. 
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CASE STUDY 12 
Living Alone With Support 



Krs« U« Is a 70 year old single woman vho lives alone and has no family In 
the area other than a sister In a nursing home and an older brother. Her 
health problems Include Parkinson's Disease, heart trouble, hypertension, and 
severe curvature of the spine (scoliosis). She has problems with dressing, 
bathing, and dally grooming tasks. She Is unable to do routine housekeeping 
tasks or meal preparation. Her brother helps with grocery shopping and trans- 
portation but Is physically unable to provide the other services. Mrs. W. has 
an outgoing personality and Is determined to remain In her own home for as 
long as possible. She Is also realistic about her limitations and knows that 
a, decline In her present condition may limit her ability to remain 
Independent. 

Mrs. W. receive? dally homemaker and health aide service from Seniors * 
Plus. Because of the* program's flexibility with criteria and regulations, 
those two services are provided by the same staff person. The homemaker/ 
health aide stays only two to three hours a day to help with personal care and 
housework. Mrs. W. can manage alone the rest of the day. Seniors Plus 
arranged and covers the cost of the Lifeline Emergency Response System so 
Mrs. U. can call for help If she has a fall or cannot reach a telephone. She 
receives home delivered meals for her main hot meal of the day. She attends 
day center twice a week because she otherwise would be extremely Isolated. A 
nurse at the day center monitors her health conditions. She also sees her 
physician on a regular basis for regulation of her medications. 

Mrs. U. would need nursing home care If she did not have Seniors Plus 
services available to her. Her Income Is limited and she could not afford the 
service she receives If she were on a private pay system. If she entered a 
nursing home, she would be on Medical Assistance within 90 days. 

The cost of Mrs. U's care plan will exceed the Senior's Plus annual limit 
of $5000 within about a ten month period. The Jewish Community Center where 
she attends day center agreed to subsidize that service for her to help 
stretch her Seniors Plus benefit limit further. During the two month period 
before her coverage Is renewed, she will be on a private pay basis for the 
home care plan. Her case manager will help her plan to handle that. Because 
of Mrs. U's low Income, the case manager will most likely be able to arrange 
subsidized fees. The case manager will remain In close contact with Mrs. W. 
and assist with all necessary arrangements even during the period that the 
long term care benefit cap has been exceeded. That Is a critically Important 
service In this situation. 

The total cost of the care for Mrs. U. plan Is approximately $995/month. 
Mrs. W. pays a private contribution for the home delivered meals and a 20% co- 
payment on the other home care services. The Jewish Community Center subsi- 
dizes her day center service. The monthly cost to Seniors Plus Is $566. If 
Mrs. W. were In a nursing home on Medical Assistance, the average area monthly 
cost would be $1,478. 
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CASE STUDY 13 
Unstable Health Status 



Mrs. G. Is an BB year old widow living In a senior high rise. Her health 
conditions Include pernicious anemia, hypertension, and occasional nocturnal 
Incontinence. The housing manager reports some concerns and observation of 
mild memory loss and confusion. A niece assists with transportation and money 
management but Is not available or willing to assume more responsibility. At 
the tine she enrolled In Seniors Plus, Mrs. G. was doing her own housework and 
personal care. The housing manager reported Mrs. G. was relying on other 
tenants In the building for support and the tenants were becoming both con* 
cerned and "burned out". 

/. Soon after her enrollment, Mrs. G. was taken to the Emergency Room due to 
complaints of severe back pain and sudden Inability to walk. A physical exam 
and x-rays Indicated no fractures or explanation for the pain. Hospltallza* 
tton was discussed butordlnarlly would not be Indicated. Because of Mrs. 
G.'s frailty and the fact she lived alone. It was not felt she should be sent 
home. She was admitted to Ebenezer*s Caroline Center, a transitional care SNF 
facility* Because of the flexibility within the Seniors Plus benefit package, 
the admission was covered as "In lieu of hospitalization" which would have 
been the only reasonable alternative In this case due to the sudden onset of 
the problem. While In the Caroline Center, Mrs. G. received further evalua- 
tion of her situation from her Group Health physician, who also ordered 
physical therapy treatments* Her mental confusion Increased, which sometimes 
happens with the stress of physical Illness and change. Mrs. G. was trans- 
ferred to an Ebenezer Intermediate care facility for a period of observation 
and to attempt to stabilize both her physical and mental health. Her ability 
to return safely home was questionable. Mrs. G.'s wish was to return to her 
apartment and her physician supported that goal. As she Improved, her mind 
cleared. A physical therapist took her to her apartment for a visit to 
evaluate her ability to function safely. A home care plan that Included 
homemaker/health aide service and maintenance home physical therapy treatments 
was established through her case manager. Mrs. G. Is now home. Her case 
manager keeps In close contact to monitor her situation. She still shows mild 
signs of mental confusion and poor Judgment. She recently purchased $2000 In 
hearing aids from a door-to-door salesman without realizing she has coverage 
for that service under Seniors Plus. The case manager was able to work 
through Legal Aid to get the contract cancelled. 

Mrs* G's ability to remain at home Is fragile and depends largely on her 
mental status. Her home care plan has now been able to be reduced to 
homemaker/health aide service thr^e times a week. The cost of the plan Is 
around $400/month with Seniors Plus covering B0%. The regular contact from a 
case manager remains an Important part of the care plan. 
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Mr. Wyden. Mr. Lewis. 

STATEMENT OF LLOYD W. LEWIS 

Mr. Lewis. Thank you very much. I very much appreciate this 
opportunity to speak on behalf of my own institution and perhaps 
on behalf of my industry. 

My industry might be characterized as representing 600 commu- 
nities across the country. We refer to them usually as continuing 
care retirement communities, rather than life care, because of 
some unfortunate connotations coming out of the past on life care. 
But our industry within that, I represent perhaps a segment which 
might involve 200 of that 800. We indeed provide, what we believe 
provide, a health care policy which will cover the needs, including 
long-term care needs of the people living in our communities for 
the rest of their lives. 

In my own two communities in Kennett Square, PA, which I run, 
we have 750 older people living in those communities. We have 
been operating the oldest one for 13 years. The average age of our 
residents when they came into our communities was 75, and I un- 
derstand that this is pretty much characteristic of communities 
across the country. 

The average age of each cohort that enters every year since then 
has been 75. However, at Kendal today the average age, 13 years 
later, is 82.8, and at Crossland it is 80.8. The fastest growing seg- 
ment of our community population age group is that of those over 
90 years of age. 

We have drawn our people from around the Northeast. We get 
50 percent from around the Wilmington and the Philadelphia vi- 
cinities, since Wilmington is our closest city. We draw 15 percent of 
our population from New England, 15 percent from New York, and 
15 percent from Washington, DC, the balance coming from scat- 
tered around the country. 

Contrary to what Mr. Waxman said— he pained me a little bit 
when he said that we were serving the very wealthy part of the 
older population of the United States. We like to believe that we 
are serving the middle-income group, with a scattering of represen- 
tation from both lower middle income and higher. We believe that 
our community represents a blending of incomes, and indeed it 
does, though, represent a group of people who have planned out 
the balance of their lives. 

We expect that when they come in at the average age of 75, they 
will live with us for 13 to 14 years. The income levels may range 
anywhere from $13,000 to $14,000 up to in excess of $100,000, with 
the average being much closer to the $35,000 range, less for a 
single person, maybe about that or a little bit more for the couples 
that we have living with us. 

The rate structure of our community is such that at the present 
time when an older person moves from living in the residences, the 
independent apartments, their rates for long-term care do not 
change. Today we charge our residents $923 a month for long-term 
care, but that is following out the policy that they have purchased 
from us. The entry fee into our community and the sum of all the 
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monthly fees that that average resident will pay should cover that 
cost of that long-term care program. 

Our particular program is a fairly inclusive one. It includes inde- 
pendent living, meals, personal services, such as some laundry 
services, but housekeeping services. It includes food. More impor- 
tantlv, it covers a vei^ detailed and planned health care program, 
which includes physician services, acute care in hospitals, and then 
most important of all, various levels of long-term care, from per- 
sonal care, intermediate care, and skilled care. 

We do include drugs in our program, so that for $923 a month, 
after a resident has made an entry fee to live in our community, 
they get a very, what I consider a very affordable quality of life. In 
fact, I think that the quality of care in continuing care communi- 
ties in this country, quality of long-term care, is exceptionally high. 

We do use the Medicare system. We do not use the Medicaid 
system in our means. 

Medicaid— our residents, since they never spend down their 
entry fees, and have that contract with us, they always have an 
asset which is available to them, and thus they never become eligi- 
ble for Medicaid. We use Medicare to cover physician services, for 
acute care and for less than 10 percent of the long-term care costs 
that we incur. 

The DRG system has not had any effect on how we operate. Gen- 
erally speaking, we have always been interested in getting back 
our patients from hospitals before the DRG limitations come into 
play anyway. Our experience — and in this I join very much with 
Jack Howe and his comments about agism and about the effect of 
agism on our education of professionals in the health care field. It 
has not just affected physicians. It affects nurses, social workers, 
MBAs, people who are going to run facilities, and every other 
OTPT. 

We do not train our professionals for working with geriatric pa- 
tients. There has been a big change in this in the past 5 years, but 
it is just in the last 5 years. Prior to that, it was extremely hard to 
find a geriatrician, and it was extremely hard to find a really 
qualified geriatric nurse. That is changing rapidly, I am happy to 
report, but not rapidly enough. 

I think I could probably close my comments with that, and say 
that I certainly would support— I think that our concept qualifies 
for really intense study, further study, because much of our data, 
with only 200 or 600 communities, depending upon how you define 
them in the country, the data base is not sud^cient to come to any 
really great conclusions. We, for instance, could tell you that we 
believe our residents live 3 or 4 years longer on the average than 
people who do not come to our communities, but I must confess to 
you that that is an anecdotal conclusion, and not necessarily sus- 
tained by really good research. That research is in the works now, 
so hopefully we will have that before long. 

Thank you very much. 

[Testimony resumes on p. 160.] 

[Mr. Lewis' prepared statement follows:] 
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statement of 



LLOYD W. LEWIS 
Executive Director 
Kenda1*Cross1ands 



My name is Lloyd W. Lewis. I would like to thank the members of the 
subconmi ttee for inviting me here today to testify. I am Executive Director 
of Kendal-Crosslands, a non-profit corporation whose board of directors is 
made up of members of the Religious Society of Friends (Quakers). Among other 
projects serving the aging, we operate two continuing care retirement 
communities (CCRCs) in Kennctt Square, Pennsylvania, serving approximately 750 
older people and providing employment to 500 full- and part-time employees. 
Kendal at Longwood, our first community, has been in operation since October 
1D73 and Crosslands has been open since September 1977. 

We are members of the Pennsylvania Association of Non-Profit Homes for 
the Aging, an organization of over 250 non-profit agencies serving over 32,000 
older Pennsyl vanians, and providing employment to over 17,000 people. 
Approximately forty of our members are CCRCs. I serve on the board of 
directors of this association. 

We are also members of the American Association of Glomes for the Aging 
(AAMA) located here in Washington. AAIIA represents over 2,700 non-profit 
organizations that serve 500,000 older Americans. Of its 2,700 members, over 
500 are continuing care facilities. I serve on the House of Delegates, AAHA's 
governing body. I also serve on the Executive Board and am chairman of AAHA's 
CCRC committee. In addition, I chair th . Continuing Care Accreditation 
Commission, an independent body within ^e AAHA structure, designed to assure 
consumers that accredited facilities meet its established standards and 
promote high quality services. This con "^sion is under development and its 
programs should be ready for national implementation early in 1936. 
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I am here today to tell you about roy own two corimunltles and how they 
meet the needs of the 750 Individuals living there. He have many religious 
beliefs represented among our residents, virtually a spectrum of the American 
scene but, alas, have a relatively small number of black residents at the 
present time. 

h 

He maintain a single waiting list for our two communities, with present 
reservations of over '9^0 for future apartments. This Is a fair number for 
occupancy past the year 2000. A substantial number of these will represent 
second generation residency In our facilities. 

The average age at entry for each of our communities was 75, and the 
entering cohort each year thereafter has been approximately 75. The .average 
resident Is expected to be with us approximately 13 years. The average age at 
Kendal Is 82.0 and at Crosslands, 30.8. We do not know how high the average 
age might climb but we do know that the over 90 group Is the fastest growing 
segment of our resident population. 

He generally serve the middle Income group of our society. The vocations 
represented among our resident's are chiefly from the helping professions 
(teachers, librarians, social workers, nurses, doctors, etc.). He understand 
that this Is true for most other conwnunltles In the U.S. 
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The type of contract we offer our residents Is fundamentally a health 
care annuity covering residence » food, a range of health care services (most 
Importantly* long term care) and other amenities for the balance of residents' 
lives. We represent the traditional segment of the CCRC Industry^ offering a 
comprehensive range of services under continuing care contracts. The costs of 
health care are shared by all residents regardless of their need, and Insures 
the availability of very high quallty'long term care whether each resident 
needs It or not. In this way, we are able to guarantee service to our 
residents at the same cost they would be paying for their living 
accommodation, even If they require nursing care for many years. 

This sharing of cost among residents represents an asset that Individual 
residents can nev^r spend down, so they can never become eligible for 
Medicaid. Indeed, a modest number of our residents are receiving financial 
aid from funds we have reserved for this purpose. However, a much larger 
number would have spent down their assets If they were not In a CCRC and 
become dependent upon the Medicaid system. Avoiding this eventuality 
motivates many of our residents to come to Kendal -Crossl ends. 

It Is also true that few of our residents, as independent puchasers of 
health care services on the open market, would find facilities offering the 
quality of care offered In our health centers at affordable prices. 

We do use the Medicare system to cover basic physlclal services, after 
the deductible amount Is used, and for most of our acute care (hospital) 
costs. However, less than one 'In ten days of long term care we provide Is 
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covered by Medicare. We understand that Medicare spends far fewer dollars on 
our residents than on others of the same age who reside outside of CCRCs. 
This Is not a fact verifiable by mO| but Is easily understandable; for we have 
always sought to get our residents back as quickly as possible from hospitals 
where major Medicare dollars are spent. For this reason, the new ORG system 
has not had an Impact on our relations with tho hospitals we use. 

Another explanjitlon for this seemingly good cost experience Is the 
planned continuity of care that we offer our residents. Through our clinic 
services, we plan, oversee and coordln^i^.e a full health program, tailored for 
each Individual resident. The kind of attention and oversight achieved for 
our residents In their approximate 13 year stay with us Is rare for our 
society and even more rarely affordable. 

Perhaps this service Is at the heart of why our residents seem to live 
longer than comparable cohorts outside CCRCs. This fact Is verified by the 
actuarial statistics we keep to calculate our morbidity and mortality 
experience. 

This brings me back to the contract we sign with our residents and the 
rates we charge. Again, we look upon our contract as essentially a long term 
health care contract—with extensive social features. We charge an entry fee 
of $23,000 - $91,000, and a monthly fee of $923 for an Individual to $2,029 
for two people (depending upon the size of the unit chosen). The sum of the 
entry fee and all monthly fees paid to us will roughly cover the costs of the 
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mariy services we deliver to them. We keep pace with inflation by being able 
to raise monthly fees for current residents and entry fees for new residents. 
Managing this system calls for considerable financial sophistication and the 
concept is not easily understood. However, the continuing success of most of 
our industry bears testimor\y to the fact that we have learned to manage these 
many factors. 

The essential ingredients our communities offer residents are security, 
sociability, independence, autonooor, a specially designed environment, 
continuity of health service, and high quality care. 

Incidentally, we believe some of the highest quality of long term care in 
t'.e U.S. todv is offered in CCRCs. It is where we lavish our attention and 
dollars, but we can afford to do that in these contained, moderate-sized, 
manageable units. In our own communities, we are proud of the fact that we do. 
not confine or segregate confused people (mostly victims of Alzheimer's 
disease). We have never owned or used physical or mechanical restraints on 
our residents in our health centers. Perhaps these factors contribute to the 
kind of atmosphere that has enabled our success and the long waiting list that 
insures our financial security. 

Over the years, staff and board have pursued a pro-active role in our 
field. We have worked hard for sound state legislation and regulation in 
Pennsylvania. We have invested years of effort into the development of an 
achievable, effective accreditation system. We are firm believers in an 
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Informed public and consumer. We also believe that an Informed public will 
lead to an Increasing use of the kind of community we offer. As matters 
presently stahd, perhaps as many as 50 percent of those Americans over 65 
years of age could afford some form of continuing care If they understood and 
accepted the concept. We serve only a small percentage of this number today. 

i, 

Kendal -Crosslands Is actively participating In several research projects 
directed at eliciting niore detailed data on CCRCs. One project Is aimed at 
designing the most affordable, possible model which would enable us to reach 
down the economic ladder to lower Income groups. Another project, funded by 
the Health Care Financing Administration (HCFA) and being carried out by the 
Hebrew Rehabilitation Center In Boston, Massachusetts, Is directed at building 
a substantial, national data base on critical points of operating CCRCs. We 
believe further research In the field Is necessary and warranted. 

If I may, I would like to turn to the broader picture of continuing care 
In the country. There are many other models In the spectrum of facilities 
that comprise the CCRC Industry. For example, a number of CCRCs provide all 
the services offered at places such as Kendal -Crosslands but provide them 
through a contract that charges on a fee-for-servlce basis rather than 
Insuring or spreading the cost over the whole comnunlty. Many of these 
facilities do depend upon Medicaid once a resident spends down their assets. 

Other facilities use a fully refundable entry fee, which again Is 
basically a fee-for-servlce arrangement but necessarily Is directed at a more 
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affluent constituency. However, as you can readily Imagine, the variety of 
models are numerous, each with It own rationale and, for the most part, 
working successfully at delivering services. 

The majority of these facilities have been built In the last two decades 
i^lthough the concept began centuries ago. Philanthropic "shelters" were set 
up for elderly Individuals, usually sHarIng a coninon faith, where they were 
given care for the remainder of their lives. Through the years, these unique 
arrangements evolved Into what we now know as continuing care. The majority 
of current facilities are sponsored by religious organizations, trade and 
professional organizations and military retirees. Approximately 95 percent of 
the facilities now In existence are operated on a non-profit basis. 

It Is estimated that 600 continuing care facilities are located 
throughout the country, serving 150,000 people. Although some states such as. 
California, Florida, Pennsylvania, Illinois and Ohio have relatively large 
numbers of facilities, thL**e are states that do not contain any. Contrary to 
the belief that most of the growth and development will be In the sun belt 
states, most retirees will choose to stay within a 20 minute drive of family 
and friends. 

Size, style, and setting will vary with each facility but an average 
continuing care facility contains 250-300 residential units and 60-70 nursing 
beds, although facilities serving over 500 residents are not uncommon. Most 
communities are situated In a campus-like environment with a central building, 
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nursing center and housing units set In suburban areas. Others are In high 
rise buildings In the center of large metropolitan areas. The residents 
average age upon entry Is 78 and the average age of all residents Is 00-02. 
Because women's life expectancy Is longer than men's, a large number of 
residents are female, accounting for 55-05 percent of the resident 
population. The majority of residents (60-00 percent) move to facilities that 
are within a 25 mile radius of their home. Residents will stay In a 
continuing care facility an average of 12 years. 

Two types of fees are paid by residents of a continuing care facility: 
an upfront entry fee and a monthly service fee. Entry fees vary widely 
depending on the type of contract and the services Included In the contract. 
Entry fees average $50,000 and monthly fees $700-$1200, depending on size and 
type of accommodations. Seventy-two percent of people age 65 and over own 
their own homes, 34 percent of these own their homes free and clear. In most 
cases, the proceeds from the sale of these homes are sufficient to cover a 
substantial portion of the entrance fees. Private pensions, social security, 
savings, and Income from Investments are usually adequate to meet monthly fee 
costs. Forty percent of those 65 and over have annual Incomes of $20,000, and 
could well afford this type of arrangement. 



A wide variety of services are available In continuing care facilities. 
Each resident has his/her own apartment; either studio, one or two bedroom. 



Services 
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dtptnding on tht Indlvlduirs ntads. Each unit his Its own bathroom and 
kltchtn facilities and efnergtncy call button. Many services such as meals, 
housekeeping, nalntenance and laundry are Included In fees, and others can be 
purchased on an as-needed basis. Personal care services such as assistance 
with bathing and dressing may be available and may or may not be Included In 
f;ies. Many communities are now moving toward offering these personal care 
services because It enables residents 'to remain Independent and In their 
apertment units as long as possible, thus delaying a permanent move to the 
nursing facility. Once'a resident Is permanently moved to the health care 
facility, their apartment Is released and a new resident moves in. In some 
eases, rates In the health care center remain the same as the monthly fee 
being paid In the apartment, although some facilities m^y charge a dally rate 
In lieu of this monthly fee. Other facilities offer a specified number of 
free nursing days before a dally rate Is charged. 

Other services such as planned activities, transportation, library, 
recreational facilities, various crafts and hobbles are available In many 
CCRCs. For added convenience, some communities have banking services, small 
grocery stores, beauty salons and barber shops for residents. 

All services provided by the facility are designed to help the person 
stay active and Independent as long as possible. Hhen and If health care 
services are required, the health care facility Is close, an Important feature 
especially for those residents whose spouses are located In the health care 
center. Visiting Is convenient and many feel a great peace of mind knowing 
their spouse Is near. • 
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Many things In addition to the provision of such an array of services 
attract people to continuing care facilities. Security, Indcpendencei 
convenience, freedom and various social activities all are advantages of this 
lifestyle, but It Is the access to health care that seems to be the most 
appealing feature for most residents. 

finally, I would like to comment upon some of the problems that have 
occurred In our Industry. The first notable case concerned Pacific Ibmes, a 
genuine non-profit agency allied to the Methodist Church, where lack of 
actuarial expertise and sophistication led to bankruptcy. Far more was 
promised than could be delivered. In this rase, fees charged to residents 
were Increased to relect higher costs and all residents were able to remain In 
the facility. Such problems for projects that are related to religious groups 
with established constituencies are rare today. 

Most financial debacles have occurred In projects where the aspirations 
of the developers are not based on the reality of the market. It appears that 
most older people feel more comfortable contracting with genuine, religiously 
based groups for the very Intimate services characterized in continuing care. 
An example which received considerable national attention was a project In 
Philadelphia called Fiddlers Woods. Here the developer created a 501(c)(3) 
organization to own and operate a CCRC. A large tax-exempt bond ISiUe of over 
$33»000,000 was sold and the proceeds partially used to build the facility. 
Unfortunately, upon completion, no one was Interested In living In It and 
bankruptcy swiftly followed. Bondholders suffered substantial losses. 
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A further unfortunate consequence of this failure (and the failure of 

other similarly conceived projects) Is that v/hen sound projects with 
substantial constituencies apply for permanent financing, the failures of the 

Ill-fated projects are cited as reason for not giving funding. That Is a 

bitter pin to sv/allow for those of us who have worked for mar\y years to 

develop a sound Industry. We are very hopeful that the accreditation system 

we are developing will help consumers, government and financiers In making 
better decisions about CCRCs. 

Our national association, AAHA has a many-pronged approach aimed at 
developing a healthy CCRC Industry. AAH/\ publishes a national consumer 
directory giving mar\y vital facts about existing projects. Regular, two-year 
up dates should keep a valuable consumer tool for helping older people find 
the right place to live. 

AAHA Is carefully monitoring the development of state regulation of 
continuing care. Almost twenty states now have legislation In place or are In 
the process of developing It. AAHA has sought to play a consultative, helpful 
role In this effort. 

rtost recently, the development of a national data base on continuing care 
Is being planned and. Indeed,- has been partially launched. The collection of 
detailed data that can be properly collated should reveal valuable Information 
to help all of us In further developing and refining this most promising 
social Instrument. 

And, finally, as alluded to before, the development of a credible 
accreditation system through the Continuing Care Accreditation Commission Is 
already well under way. Over twenty communities have already received 
accrfidltatioh and rapid progress is expected over the next year. 

I am most appreciative of the opportunity to testify here this morning 
and will remain available in the future to be of any further help if it is 
needed. Thank you for your courtesy and attention. 
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Mr. Wyden. Thank you, Mr. Lewis. 

Ms. Ansak, my apologies for confusing your name with your pro- 
gram. I have heard many good things about your program, Ms. 
Ansak, having worked with seniors over the years. 

STATEMENT OF MARIE-LOUISE ANSAK 

Ms. Ansak. That is not unusual. I am often called Mrs. On Lok. 

Mr. Wyden. And one could certainly do worse it seems to me, be- 
cause we know of your fine program and look forward to your com- 
ments. 

Ms. Ansak. I would like to thank you, Mr. Chairman, and the 
members of this committee and the excellent staff for all your sup- 
port over the past years. I guess we are about the longest existing 
demonstration project in the United States. We started in 1971, ac- 
tually 1972, with a small grant from the Administration on Aging. 

At that time it was a community group that got together and de- 
cided that they wanted to do a long-term care project. It basically 
was a nursing homein the community. And with the help of the 
Administration on Aging we started a day health center. 

They had an idea from the beginning to develop a continuum of 
care, which, I think, in the meantime has been mentioned today 
here, and has been mentioned many times. It is really the essence 
of long-term care, that we need a continuum of care, we need vari- 
ous models to deal with the elderly who are in the long-term care 
category. 

After we got through with the Administration on Aging and they 
told us you have had a demonstration project long enough we 
found that in order to provide the kind of care we wanted to pro- 
vide we needed also to include the medical services. Before that we 
were pretty much limiting ourselves to day health services to sup- 
port services in the home. 

We felt two things, in 1978, that in order to control the cost, and 
also to provide good human services, we needed to have the control 
over the total system. We then went to Medicare and became a 
project as a consolidated model of long-term care. 

You just heard about the SHMOs which are similar to On Lok, 
except the difference is we deal only with the frail elderly, those 
certified for skilled nursing care. Those are the people most people 
are very concerned about in terms of cost. 

We developed the consolidated model from 1978 to about 1983. 
Actually an ideal system. At that time we had Medicare we dealt 
with one prqject officer and one funding source. That was a real 
dreamboat. lliat was the ideal situation. 

You didn't have to deal with 17,000 bureaucracies, but you dealt 
with one organization. It was cheaper, I think we can ultimately 
prove that, but it is not realistic. 

So, in 1983 we took our system, and with the help of a very good 
friend who is sitting in the audience— who used to work for the 
Senate— and who is our Godfather— in a good sense— our consult- 
ant pro bono, Mr. Jay Constantine, we got waivers. We took our 
system and developed a long-term care system which is capitated, 
and where we assume total risk. 
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Since November 1983, we get reimbursed by both Medicare and 
Medicaid on a capitated basis and we assume total risk. I think I 
am happy to report that we have been able to make it, and that 
essentially the results of that program have been that the services 
have remained of high quality. The clientele we are serving is the 
same clientele as we served before. 

We are not just taking in people who are handicapped. In fact, 
since DRG came into bemg, we have very sick people getting into 
the program. 

We serve them in the community with the in-home services, and 
the day health services. We have optometry, dentistry— eveiything 
is provided for these elderly. 

The participants are happy, in spite of the fact that some of 
them have a $1,000 copayment a month, which is very high. These 
are the people who have Medicare only. They have chosen to stay 
in On Lok. 

We have seen that with this system we have been able to save 
Medicare and Medicaid approximately 12 percent. And what is in- 
teresting is that in spite of that, we have still been able to make 
some small savings, and put them in a risk reserve. 

Another interesting part is that our people, who are the very 
frailest of the elderly, go less often to the hospital and stay shorter 
periods of time in the hospital. We feel that is very significant, and 
I think hofipitalization can be reduced provided you have the 
backup services like On Lok has and the many different kinds of 
options that we can offer to prevent the hospitalizations. 

I think— I have submitted a lot of documentation on On Lok; and 
perhaps I will stop here and hope that you will ask me some more 
questions. 

Thank you. 

[Testimony resumes on p. 174.] 

[The prepared statement of Ms. Ansak and attachment follow:] 
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Haaringa of tha Bnargy and ConDarca Subconaittaa on Haalth and tha EnvironMnC 
Friday, Octobar 18, 1983, WaahingCon, D.C. 

I am MarU-Louiaa Anaak, Exacutive Diractor of On Lok Sanior Health Sarvicea, 
a coominity baaed organiiation involved in developing end opereting e long term 
cere progrea for the hendicepped elderly in Sen Frencieco'e Chinetown - North 
Beech Dietrict. 

Firet, I would like to teke the opportunity to thenk you, Mr. Cheirmen, end the 
nembere of your Coimittee for your help end eupport over the peet yeere. Your 
meet recent efforte in helping the progrem gein more permenent etetue with the 
introduction of H.R. 3101 ie not only extreordinery for On Lok, but eleo e cleer 
expreeeion of your concern for the plight of our freil eenior citiiene end your 
willingneee to make eome eignificent chengee. It ie en expreeeion of your under- 
etending thet long term cere neede hev» to be looked et compreheneively if thie 
country ie ever to provide humane end coet effective cere to the elderly in need. 

The Bc-rd of Directore, eteff, end perticipente of On Lok ere relieved to know 
thet their ^rogremwill finelly heve e chence to survive in the yeere eheed. 
At the eeme time, we have e cleer eenee of obligetion to eeeiat, to the extent 
poaeible, other groupe end orgenisetione in developing euch eervice ayetema. 
We ere willing end eeger to ehere our experiencee with othere in the country end 
to help develop e network of community beeed long term cere systems willing end 
eble to provide humane eervicee on a capiteted beeie. 

On Lok Senior Health Servicee evolved in reeponse to the needs in end with the 
eupport of the conmunity. Ite objective ie to keep people eurrounded by people, 
not juet bricke end morter. On Lok providee servicee to e group of the fraileet ' 
fiderly - thoea who ere certified by the Celifornie Depertment of Heelth Services 
^e being in need of intermediete or ekilled nureing cere. The salient feeture 
of On Lok ie thet it ie en orgenisetion which providee ell (or almoet ell) setvlcee. 
A multidieciplinery team eeeeeeee the neede of the eick older pereon and directly 
delivers ell eervicee - themeelvee or under fixed-rete contrects (with hoepitele, 
skilled nureing facilitiee, medical epecieliete) . A pereon referred to On Lok 
eccepte On Lok ee the only provider or intermediery. The eervice peckege 
includes a wide veriety of eervicke euch ee primary medicel cere, nureing cere, 
social eervicee, rehebilitetion therepiee, dietary couneeling, meala, 
in home eervicee, grooming, recreetion, trensportation, hospitalisetion, end, 
if need be, nursing home, reepite care or supervieed housing. 

All theee servicee ere provided in On Lok*e own fecilitiea, three dey heelth 
centere, clinics, a congregete housing fecility end some epecialised housing as 
well ee in clients' homee end e cbuple of hoepitele end e nursing home with whom 
On Lok maintains contracta. 

Today, On Lok is reimbursed for these services by Medicare, Medi-Cal and privete 
pay sourcea on a capiteted baais. It is the first and only program in the country 
which accepts this capitation payment aa reimbursement in full and assumes total 
risk for a long term cere populetion certified as being in need of either 
intermediate or skilled nursing cere. 
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On Lok baa bad axparianca in davaloplng and oparating tbia artaa ainea 1979. 
Sinca 1983 va bava aaauMd total finaneiil riak - in apita of tbia va bava found 

- tbat aarvicaa bava raaainad of bigb quality and bighly 
accaptabla to tba partir^'anta anrollad; 

" tbat botfi Madicara and Kadi-Cal bava aavad over 12X and 
On Lok baa atill baan abla to build up a aaall riak raaarva; 

- tbat wa bava continuad to aarva only tba vary frail - thoaa 
you would noraally find in inatitutiona; 

" tbat On Lok participanta uaa laaa boapital cara - laaa in fact 
tban all peraona ovar 65 and tbat tbair boapital ataya ara of 
eonaidarably abortar duration. 

What ara tba ebancaa of caplicating tbia prograa in otbar coninitiaaT * 

Va faal tbat On Lok baa provan to ba an axcallant nodal of long tarn cara 
for aldarly living in innar citiaa vhara you will find many of tba aldarly 
poor. Va faal atroogly tbat it could, with minor nodificationa. ba raplicatad 
in nany otbar araaa undar a variaty of aponaorabipa. Tha aoat important faatura 
ia to bava control ovair all aarvicaa and to ba reimburaad on a capitatad baaia 
with fraadon to uaa tbaaa raaourcaa aa naadad. 

Aa a conunity baaad non-profit organiaation. wa faal atrongly tbat tbia aponaor- 
abip ia tba baaia for our own auccaaa. In order to replicate tbia experience, 
however, it ia important tbat nechaniama be developed which will give other 
organ iaationa the opportunity to build up auch a aye tern. On Lok atarted in 1971 
ea en idee and alowly with tba help of granta (moatly from the Adminiatration on 
Aging; and later waivera from Hedicara and Medi-Cal. built ita preaent ayatem 
end gained tba aopbiatication necaaaary to operate tbia capitated modal. There ■ 
are community groupa and organixationa who would be eager to follow in On Lok 'a 
foot a tape - there are even foundationa anxioua to aaaiat in the development of 
conminity baaed long term care ayatema. but the federal govamaent bee to organiia 
a retionel reimburaement ayatem which will ultimately pay for the aervicea. Baaed 
on the On Lok experience, tbia ayatem would not involve any new funda on a perma- 
nent baaia. but it would radiatribute what ia preaently being apent on the aged 
certified for inatitutional care. 
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? f!-!®*" tl*'^*'* S«rvlc«f began a new long-term care demonstration In 
November of 1903. Called the/RliK-pased Community Care Organization for 
Dependent Adults," or RB-CCOOA, this project extends earlier On Lok efforts to 
deve op a comprehensive solution to long-term care service delivery and cost 
problems. Spec f leal ly, the RB-CCOOA has added a new financing strategy — 
prospective capitation payments from Medicare, Medicaid and the Individual — 
to the successful consolidated service delivery model creatr,d by On Lok 
betveen 1978 and 1983. Thus, with the RB-CCOOA On Lok has assumed full 
financial risk for delivering Its comprehensive service package to an 
■ekcluslvely nurslng-home-certif led population. This report addresses the 
Impact of the new financing approach,' as evidenced by the first 12 months 
experience under the RB-CCODA. 



In the past decade, a rapidly growing aged population, escalating health 
care costs, and public concern «lth the quality of care have stimulated a 
number of Innovations In the long-term care field. Seme Innovations relate to 
developing community-based services as alternatives to Institutional care 
(e.g.# adult day health care, home health care, In-hone supportive services, 
etc. J, others focus on structuring service delivery to Improve efficient use 
of resources (e.g., the national Channeling Projects, CaMfornlaU 
Multipurpose Senior Service Programs, etc.), and a fev Incorporate new 
financing mechanisms, the most notable of which Is prospective capitation. 

Capitated financing, which originated in the 1930s with the health 
malrttenance organization (HMO), has been credited for Increasing progrM 
efficiency and reducing health care coat. However, It has also been 
criticized for encouraging health care providers to target the young and 
healthy (In other words, the low service need population), to limit services, 
and to lower the quality of care In order to reduce cost. Under the current 
fiscal crisis,' applying this type of financing to health care for the elderly 
as a means to control cost has become appealing. 

Capitated financing for care to the elderly Is currently being tested In 
a number of areast Diagnosis Related Grdups (DRGs) for Medicare hospital 
relmbursamentj health maintenance organizations for Medicare benefits under 
provisions of the Tax Equity and Fiscal Responsibility Act (TEFRA)i the Social 
Health Ma ntenance Organization (S/HM0)| and the Risk-Based Community Care 
Organ zatlon for Dependent Adults (RB-CCOOA) for comprehanalve health and 
social serv ces. Among these Innovations, Oh Lok's RB-CCODA fs one that 
targets exclusively the long-term care population and Incorporates capitated 
financing and a comprehensive approach to service delivery. 
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TWE RISK-BASED CCODAi FIRST YEAR FINDINGS - 2 



ApplylnjL.capttattd financing to a long-tarm car« population raltat a 
numbar of quA»tlont# Can tha RB-CCOOA astuna financial risk for providing . 
care? Will t^• coat of cara b» Iomt undar capltatad financing? Can cost 
control ba a^lavad without sacrificing sarvica Integrity? Namely, will the 
progrem shifr Its target populetlon to serve a loss needy population to 
control service denanoT will It cut back on needed services? Will It 
ccmpromis* tho qual Ity of care? 



THE RlSK^RASPn nmn^ 

On Lok's RB-COODA wb*s designed as a comprehensive approach to the 
multiple Issues of service fragmentation, cost and quality In long-term care^ 

PARTICIPA>fr PI tfttBlUTY 

The RB-<io6DA'. focuses exclusively on the fratI elderly, accepting only 
those who are certified as eligible for nursing home care. To enroll In the 
RB-COOOA a person* must be 55 years of age or older, live In tha On Lok 
catchment area (the Chtnatovn-North Beach-Polk Gulch area of San Francisco)* 
and be certified by Hedt-Cal (Cial lfornla*s Medicaid) as requiring an 
Intermediate or skilled nursing facility level of care (I.e., 24-hour nursing 
home care)* Enrol lees agree to accept On Lok as the sole service provider of 
all health and health-related services. That Ispthey are "locked-ln" until 
they choose to dtsenroll from the program. 



SPRVing PROfiRAM 

The RB-CCOOA adopts a consolidated model of service delivery. This model 
Integrates within one organization all services needed by a frail population 
— from Inpatient and outpatient medical care^ to medical specialty services 
like dentistry and podiatry^ to social servtces» In-homa care» m^alsp 
transportation and housing assistance. These services are under the full 
control of On Lck's multldlsctpl.lnary team of health and social service 
professionals who ossess periodically each participant's needs» develop 
trealment plbns» and provide the services or coordinate their delivery. 
Figure I suntnarlzes the services provided by the RB-CCOOA. 



FINANCING • » 

The funding of the RB-CCOOA Is on a prospective, per capita basis and 
Involves the three major funding sources for long-term care — Hedlcarep 
Medicaid, and the private sector. All-Inclusive rates are negotiated annual h 
with Medicare and Medicaid; the private share-of-cost Is adjusted yearly, 
also. Each funding source pays a monthly capitation rate based on the 
Individual's entitlement/eligibility. That Is, If the Individual has both 
Medicaid and Medicare coverage, these sources pay .the full monthly capitation 
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rata.. If tha Individual Is. not allglbla for Had lea Id, he or she must shara 
tha eost vlth Madlcara by paying tha balance. A subsidy or scholarship 
program has baan established for those who have difficulties meeting their 
share. Currently there Is no partlclpetlon by the private Insurence Industry 
(although some participants have private heelth care coverage). 

With Section 222 (Medicare) and Section 1119 (Hedlceld) velversp On Lok 
li free to .use the monthly capitation rate as Is deemed most epproprlate for 
participant care, without regard for the usuel restrictions and rules. 
However* In return* On lok bears 100$ finenclel risk to provide all care 
needed by Its pertlclpents* If care Is provided et e cost below the 
negotiated capltetton payments* On Lok Is free to keep the sevlngs. On the 
other hend, On Lok Is also responsible for absorbing all cosf overruns. 

V. Thus, on one hend, the financing mechanism reflects more real Istlcel ly 
.and equitably the current cost resppnslbl I Ity of the traditional funding 
sources. On tha other hand* and more Importantly* the mechanism creates an 
explicit financial .Incentive for On Lok to control service utilization and the 
cost of care. Since tha participants are "locked-ln" with the program* the 
only means avaMable towards cost control Is to maintain their health and 
functional tndependisnca'. 



Taken together, the RB-COOOA Is different from traditional long-term care 
In which services are fragmented among Individual service providers and under 
different funding and administrative structures. It also differs from some of 
tha current Innovations In capitated financing. Table 1 compares the RB-COOOA 
with current Innovative progremsi 

e The RB-COOOA focuses exclusively on the very frail and dependent 
elderly* a population In need of long-term care. Whereas* KHOs 
funded under the TEFRA authority and the S/HMOs target the general 
69t population. 

e The RB-COOOA provides a comprehensive care package covering all 
. health and social, services In out- or Inpatient settings and 
Involves Hedlcara* Medicaid and private funding.. Whereas* the 
ORGS cover Medicare hospital utilization and the TEFRA HMOs cover 
Hedlcare Part A and Part B benefits;, neither covers long-term care 
services or has Hedlcald Involvement. 

e The R8^-CO0OA assumes full financial risk and sets no limits on the 
. amount of chronic care services that can be given but relies on 
Its multldlsclpllnary team to target and control service 
utilization. Whereas, the S/HMO limits benefits and attaches 
surcharges to services to control use. 
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Ttbit 1 

OOMPAAISOH or SELEao PROGRAMS 
WITH CAflTATED PINANCINO MECHANISM 
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THE S.TUDX 



This study provides an Initial assessment of the fiscal vtabHIty of the 
RB-COODA and the Impacts of the assumption of financial risk on service 
delivery and quollty of care. The specific Issues addressed Include: 



a Fiscal viability 

- Can the RB-COODA reduce the service needs of participants and 
thus cost of their care? 

- Can the cost of the RB-CCODA remain relatively stable and 
'V. comparable to the* capitation rate? 



- Has the RB^-CCODA Increased census as a result of efficiency 
concerns? ^ . 

- Does the RB-COODA admit Individuals who ere relatival y healthier 
,(t*e*f "cream") to lower service demand? 

- Has the RB-COODA cut back on the medical* therapeutic* and social 
supportive services provided? 

- Has the RB-CCODA*s quality of care been compromised as measured 
by the mortality rate and functional Improvement of participants? 

- Is the RB-COODA acceptable to the elderly population* particu- 
larly to those non-Hedlcald eligible who must pay a share-of-cost? 



Because the RB-COODA has been In operation for only a very short time 
period, It Is premature to assess change over time within the population or to 
gauge the relative Impacts of the service and financing mechanism vIs-a-vIs a 
comparison group.l/ Nevertheless* much can be learned from Information 
about the population being served* Its service utilization pattern and the 
costs, of Its care* As a preliminary assessment of the Impact of risk on the 
service population and program, this Information will be compared with similar 
data collected from On Lok's previous project, the CCODA. 

From 1979 through 1983, On LoK developed and operated the CCOOA, which 
was similar to the RB-CCODA In every respect except Its financing mechanism* . 
I The CCODA was reimbursed on a cost basis entirely by Medicare* Its service 
, model was proven affective In Improving the health and functioning of Its 
• frail, elderly clients and In maintaining them In the community. At the same 



- Is the cost of the RB-COODA competitive with that Incurred by 
Medicare and .Medicaid for a similar population? 



Impacts orf' service del I very 
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THE RISK-BASED OOOOAt FIRST YEAR FINOINOS - . 3 

tl»t» th« cost of th«lr c«r« «m Iomp th«n that of th«lr counttppiPt who 
tf^'irtJtJ:?^''*''®"*' >w»fl-t«r» c«r« (ZavadtKI, Sh«n» YordU ft Htnt«n» 1964). 
Th« Rd-COOOA contlnuM thit tucctttful tnrvlca modal* onlY undar protpactlva 
cipltatloim froM Multlpla funding tourcas. 9y eonparing tha two projactf, tha 
lapact of capltatad financing on tarvica dativary can ba astasaadi 

All Individuals 07I) anrollad In tho R8-CO0OA for any langth of tiM 
durlno Its f Ir^ yaar of oporatlon (Novanbar I, 1968 through Oetobar 31. 1964) 

'"^ilifJSJS.^'"'^! Participant population and tha tarvlcaa usad, to 
analyia RB^aOOAU fiscal viability^ and to assass tha progrM's 
accaptablllty. HoMvar, to atsaas tha liipacts of capltatad financing on tha 
sarvica progrw and Its participants, a saapla of tha RB-COOOA atudy 
population — tho nan anrollaaa — was eonparad In tans of haalth and 
functional status, torvlca utllUatlon, and haalth outconas to a slallar 
y,sa«pla of OOOOA lntakas.2/ 

Tabia 2 suMMrlzaa tha damograpltlc, haalth and functional statua 
• charactarlstlca of tha R8-0000A participants. A typical participant is a 81 
yaar old vidovad voMn, living .lona with an annual InccM of $3900. Sha has 
fiva radical condl^Jona an^ naads halp In actlvltlaa of dally living Ilka 
bathing, grooilfig, ^and draaalng. 

Most of tha sarvlcaa On Lok participant! racalva ara provldad In ona of 
.tha thrao adult day haalth cara (AOHC) cantara. Many othar aarvlcaa aro 
provldad to participants* In thalr own honaa. Plgura 2 shovt tha RB-COOOA 
i^K* SSiyXrilL"*^ outpatlant and In-hOM aarvlcaa. Uaa of Inpvtlant 
caro In RB-OOOOA dlffara oonsldarably fro» that In tha traditional long-^am 
car* systan. Tho hospital Ixatlon rata of tho R8-O00OA study population waa 




VIZ ••'^'''•^ ^ nuralng hOM caro at IntAa and tho mJo 
raqulrod auch cara» only 2 poreant of On Lok'a participants ara In nursing 
^.nT^Tl^ ^.ffi' «*ll'««tlon rats la lasa than half that of tha' 
ganaral 634> population, 4.7 parcant (Liu ft Palaach, 1981s 19). 
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AMALYSIS Of MUCmnAK PIC TJ^l VIAHiriTV 

Qvarall finst and ntitrih»i»i^ mm^^ Wvlrii 

«.r. w^'i^^in! RB-COOOA, total program axpandlturaa 

lt\] Vint\^.4 ST •So!?Ji38? P**" P-'^'clpant par month. 

£3 lie :i 15* "^I^OOOA's cost was spant on social supporttva sarvtc 
but only 16f of costs want for hospital and nursing homa cara. 
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IHt RtSK-BASEO COOOAi FIRST YEAR FINOirfGS - 



6 



Whilt th« R8-€006a snrol It a rtlttlvtly homoganout population of 
Institutional ly cartlflad aldarly^ Its financial viability dapandt on tha 
ability of tha program to rahabllltata and than maintain soma participants at 
a towar cara laval (l.a.» tha "social haalth malntananca" and "adult day 
haalth' lavals rathar than tha "Intarmadlata" or "sKlllad" nursing cara 
lavals). Tha savings Incurrad can than ba appllad to participants who ranatn 
at highar and costlTar utilization lavals ("Intarmadlata" and "sKlllad"). 
FIgura 3 shows a ralatlva fraquancy and cumulatlva distribution of tha avaraga 
monthly cost of cara of all participants during tha first yaar of tha 
RB-COOOA* 

Tha madlan cost of cara for aach participant was 11090 par months ranging 
Arm at low as 1200 to as high as ovar SIO^OOO par month. Ovar 60 parcant of 
.tho partlclpafits Incurrad monthly costs at or balow tha capitation rata of 
S1480. Tha raowlntng participants had costs highar than tha capitation rata» 
wlt»i approxtmstaly to^parcant having costs twico tha rata* 

Avaraga pajrttclpant costs corralatad significantly with thair assassad 
lavals of cara. Participants assassad to naad cara at tha social haalth 
malntananca laval incurrad an avaraga monthly cost of only thosa at 
adult day haalth laval $tOOO» thosa af Intarmadlata cara laval St489» and 
t^osa at ski I lad nursing cara laval $2571. 



Financial viability also raqulras that tha program cost ramain ralatlvaly 
stabia around tha capitation rata In ordar to avoid any cash flow problams* 
FIgura 4 shows tKo month-to-month variation of program costs as comparad to 
tha capitation rata during tha first yaar of RB-COOOA. Tha maan monthly 
program cost was $1392 par month with a standard davlatlon of $164 and a ranga 
batvaan $1039 and $19fl7. Cost fluctuations corraspondad to hospital and 
nursing homo utllUstlont tha highar tha Inpatlant utilization^ tha highar 
tha. cost of cara* 

Ourtng four of tha 12 montt)s» costs wara slightly abova tha avaraga 
capitation rata ($1480)* Subatantlal savlnga In tha rmtning months mora 
than covarad tha tossas and atlowad tha accumulation of a risk rasarva to 
covar futura cost ovarruns. 



t 

For tha RS-CGOOA to provlda a raasenebia altarnatlva to traditional 
long-tarm cara, It must ba cost compatltlva. tn axamlning tha ralatlva cost 
aff Iclancy of tha RB-COODA at this aarly stega, rough comparisons must sarva. 
Information on tha cost of cara for a similar frail population using 
traditional long-tarm cara Is not raadlly aval labia and On Lok's Comparison 
Group Study Is not yat complatad. 
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Figure 3 

RELATIVE FREQUENCY AND CUMULATIVE DISTRIBUTION 
OF THE AVERAGE MONTHLY COST OF CARE 




Monthly Cost 
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Figure k 

PEK CAPITA EXPENDITURES COMPARED 
TO PER CAPITA REVENUE 
(ll/83-10/8i*) 




Nov, Dtc, Jm, n«*. Apr. hiy, Jin. M, Aug. Sip. Oct. 

1903 1909 1904 1904 1904 1904 1904 1904 1904 1904 1904 1904 



Note: The capitation rata wat roadjuttad In July. 198^. 
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THJE RISK-BASED COODAi FIRST VEAR FINDINGS - ' 7 



•Jf the R8-CO0DA were funded through tradltlcnal sources and the 
fee-for-servlce mechanism^ the federel-state breakdown would be 2t3 for a 
typical Medicare and Medicaid eligible elderly.^/ For such participants, 
Medicaid would pay 42 percent of the cost; Medicare 33 percent; Title XX 18 
percent; and Title M I of the Older American Act 7 percent (Figure 3), 

Two estimates of the cost of tredltlonel long-term care which can be used 
for comparison purposes are Medicare's Adjusted Average Per Capita Cost 
(AAPCC) and Medicaid's nursing home rate. The AAPCC reflects average cost per 
Medicare beneficiary; for the San Francisco Area In 1984, the rates were 
estlmeted to be between 1364 (female) and 1610 (male) for a 7S4> 
Institutionalized population. Compering the federal share of the RB-CCOOA's 
cost (40^ of 11332 or 1341) with these retes showed On Lok's cost to be lower, 
.^between B9% and 96% of tMp Institutional AAPCC. 

. Comparison of R8-CC0DA and Medicaid cost Is difficult primarily because 
there Is no estimate similar to Medicare's AAPCC. The closest epproxlmat4on 
was the cost of care estimated for an Institutionalized populetlon In San 
Francisco In 1981, $1207 (Setten, Brusster, & O'Rourke, 1981). Although this 
estimate lnct.udad >^l fferecrt services than the R8-CC0DA's (e.g., housing In the 
nursing home but oiity partial hospttel and physician services). It probably Is 
a fair cost benchmark. The stete's share of the RB-CCOOA's cost (60jt of S1332 
or S8II) Is considerably lover than this benchmark. The California Long-Tena 
Care System Development Project (1982) provided another Medicaid cost 
Indicator; their 1982 estimate of the monthly cost for an aged, long-term care 
population, was $1383, a figure also substantially higher than the Medicaid 
share of the R8-C00DA's cost. 



IMPACT QP CAPITATIQM ON SgRVICF PttOflRAM AND PARTiniPAMTS 



Impact f>n tha Intaka PrQe»<»t 

Outreach affnrtl. Under the R8-CC0DA, program financing rests on 
CflflAiuU not on ectual costs as In the CCODA. Thus, Increasing program 
census became a more sellent Issue In the RB-COODA. However,, e comparison of 
the first 12 months of the CCODAand RB-COODA showed no statistically 
significant difference In the mean number of new enrollments each month (3.8 
per month In. the CCODA versus 6.1 In the RB-^DA). 

intake hwnlth nnri fimctlnnni itntin. Capitated financing cret.tes the 
Incentive for the program to target a healthier population. I.e., to "cream," 
to curb the demand for services. However, on the whole, the RB-COODA's new 
enrol lees were es frail as Intakes In the CCODA. No statistically significant 
differences were found between the two groups for these health and functional 
characteristics! sensory Impairment, upper and lower extremity Impairment, 
Incontinence, cognitive Impairment, dependency In activities of dally living, 
and Instrumental activities of dally living (Table 3). Furthermore, for the 
most part, the proportions of COODA and RB-COODA new enrol lees having various 
functionally dlsai)llng diagnoses were the same. However, the RB-COODA group 
had a significantly higher proportion of fractures and other medical 
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Figure 5 

PROPORTION OF COSTS 
BY TRADITIONAL FUNDING SOURCES 




Hedtcare/Hedlcald Eligible Client 
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Tabli 3 

MEAN FUNCTIONAL IMPAIRMENT AND DEPENDENCE INDEX SCORES 
FOR CCODA AND RB-CCODA GROUPS AT INTAKE ' 



INDEX 



RANGE 



CCOOA 
N MEAN 



R8->CO0DA 
N MEAN 



Sensory ImpalriMnt 0 

Extremity . I mpa J rmwvt ^ 0 

Continence Impairment 0 

Cognitive Impairment 0-19 

Behavior Impairment 0-6 

Mood Impairment 0 - 6 

Activities of Dallv 

Living Dependence 0-21 

Homemaking Activities 

Dependence .0-12 



62 1.79 

62 1.97 

62 1.06 

63 9.13 
62 1.85 

64 3.91 
62 7.27 
61 9.84' 



70 1.84 

70 2.04 

69 1.20 

68 ' 4.07 

69 1.3* 

70 2.6<»» 
69 :^.28 
69 9.90 



Holflt A score of zero Indicates no functional Impairment or Indepen- 
dence In activity. Lower scores Indicate less Impairment or dependence; 
higher scores, greater Impairment or dependence. 

••p < .01 
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THE RISK-BASED COODAt FIRST YEAR FINDINGS - 6 



conditions (congtnltal, accident, sKIn and 1 1 l-def Ined), whila tha COODA's nav 
anrol laas ha^a signlf leantly highar proportion of Individuals with conditions 
ralatad to th# narvous systam/sansory organs (stroHa, blind, daaf, ate.) and 
andocrlnal/nutrltlonal/matabollc systams (diabatas, gout, malnutrition, ate.) 
Th« R8-CO0D^ naw anrollaas vara also found to ba lass Impaired In tarM of 
mood disturbance (anxiety, depression and social Isolation). 



Impact nn ^iirvlea UtIJiTatron 

Capitated financing creates an Incentive for the service program to cut 
costs by reducing services. Comparing the utlllzatlpn patterns of newly 
enrolled RB-CCODA and CCODA participants revealed no significant differences 
In the use of outpatient J-herapy services (physical therapy, occupational 
^therapy, speech therapy, recreational therapy, and nutritional counseling In 
' tha AOHC center). Hospital and nursing home utilization rates were low for 
, both groups — too low for their differences to be tested statistically. * 
However, there were significant differences In the utilization of 
soctal/supportlve services. The RB-CCODA group* used more ln*hoaM services 
(attendant X8re» hoina-del Uered meals, personal care, and home chore 
services), whereas.»the COODA group used more outpatient soclal/suppcrtlve 
services (personal care, home chore services, meals and social work services 
In the AOHC center, and transportation). There was* also a significant 
difference In the utilization of outpatient medical carei the RB-CCOOA group 
used more of tite services In this category (physician and nursing care* In the 
AOHC center, drug prescriptions, lab work, x-rays, visits with the 
audtologtst, dentist, optometrist, podiatrist and psychiatrist In tha ADHC 
center, visits with other consultants In the community). 

Figure 6 presents the findings on service utilization In the CCODA and 
RB-CCODA programs. 



Imaaet an tha Quanty ef Carn 

A major Issue In capitated financing Is quality of care. Quality In 
health care delivery can be measured by a range of Indicators, focusing on 
either structure (physician qualifications, range of services, facilities, * 
staffing), process (e.g., accessibility, continuity of ^are, appropriateness 
of care, utilization of specif Ic'safvlcas), or outcome (health outcomes, 
patient satisfaction outcomes). In this study, two health outcome measures — 
functional Improvement and mprtallty rates — and one proxy measure of 
satisfaction — enroMment and disehrol Iment were used. 

Functional loiprovrnfintv Intake assessments for RB-CCODA and COODA new 
enrollees were compared with their first three-month re-assessments to 
evaluate chan$^es In health and functional status.i/ On the one hand, both 
groups showed Improvement In the major health and functional measures, 
particularly tn Independence In activities of dally living. Instrumental 
activities of dally living, and tn mood disturbance.' On the other, the 
RB-CCODA enrollees showed a deterioration In continence whereas the CCOOA 
enrollees Improved slightly. However, the onl.y significant difference In the 
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Figure 6 

COMPARISON OF CCOOA AND RB-CCOOA 
INTAKE GROUP SERVICE UTILIZAriON 
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THE RISK-BASED COODA^ YEAR FINDINGS - 9 



changM •xp«rlanctd by ^hts ^yo groups ralated to mood disturbance} tho COODA 
' enrol laos Improved more tnoa the RB-COODA Intake group* Tables 4 sunwiarlzes 
. . these findings* 

Mortality* The mortal fly rjt^ for COODA participants k.as 66 per 1000 
er annum, approximately 1.6 timos that for the general 65+ population (54 per 
000 per annum), but less rhar hUf that for the elderly nursing home 
population (186 to 276 per ^000 p.jr'annum). The mortality rate for RB-CCODA 
participants was 80 per 300C par nnnum or 1.5 times that for the general 65+ 
population,. There was no slonlflsun* difference between the CCX)DA end 
RB-COODA. mortality rates. 



Impngf on Program Apgap-hab If T »y 

Enrollment has always been *Jj6d tr, as one Indicator of the appeal of a 
service program to Its targeted consumers. A new feature of the RB-COODA Is 
the Introduction of a private shi^re<-of -cos.*- for the non-Medlcald eligible 
elderly equivalent \o what Medicaid wocid --otherwise cover. Although this 
feature refle<;tf tiiii currant public and privat* share of respons);;^! I Ity In 
long-term care, It,. was anticipated to have a profound Impact on the 
acceptability of the program to tho:;e non-Medlcald eligible eld«^rly. 

During the Iflrst year of R8-CO0UA, th« program operated at Its maximum 
capacity of 30P participants at any on<9 time. Hcwever^ d much higher- 
proportion of the new enrol lees In the ni3-(X0DA than In the CXXOA were 
Medicaid ellglbU (70.8$ versus 44.7J)* Moreover, of the 27 voluntary 
disenrollments In R8-C00DA, 20 disenrotled due to the Imposition of . a private 
share-of-cost. Although these disenrollees constituted only 17 percent of the 
120 participants required to make out-of-pocket payments, many of the others * 
(60$) received a temporary Medicare and United Way subsidy to help pay their 
share. 

The health status of payment-related disenrollees was compared with that 
of enrol lees who chose to stay and pay a share of the cost. This comparison 
showed thaf those who left were younger^ consistently showed less Impairment^ 
and required lower levels of care. The disenrollees also had more resources 
and more potential Informal supports available to them as Indicated by total 
monthly Income, number of children and marital status. 



SUMMARY Am DISCUSS I 



nuring the first year of the RB-CCODA, the program remained financially 
solvent. The average cost of care was lower than the capitation rate. Both 
the cost and rate were highly cost competitive with the traditional long-term 
care system. Most of the cost savings resulted from the program's ability to 
rehabilitate and maintain participant health and thus prevent costly 
Institutional care. 
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Table 4 



MEAN CHANGES IN FUNCTIONAL IMPAIRMENT AND DEPENDENCE INDEX SCORES 
OF CCODA AND RB-CCODA NEW INTAKE GROUPS AFTER THREE MONTHS' ENROLLMENT 



INDEX 



Sensory Impairment 
Extremity Impairment 
Continence tmpalcnwnt 
Cognitive Impairment 
Behavior Impairment 

Mood Impairment 

Activities of Dally 
Living Dependence 

Hcmemaklng Activities 
Dependence 



CCODA 
N Meen Change 



52 
53 
51 
54 
54 
56 
54 
52 



-.08 
.42 
,06 
.02 
•04 
1.39 
1.94 
.70 



RB-COODA 



N Mean Change 



63 
63 
60 
60 
61 
63 
59 
61 



-.14 

.10 
-.13 

,30 

.20 

.73 • 

,68 

469 



Hotfl: A positive value Indicates a change to lesser Impairment or 
dependency; a negative value Indicates a change to greater Impairment or 
dependency. For the scales for these Indices, see Table 3. 



»p < .05 
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DHE RISK-BASED COODAt FIRST YEAR FINDINGS - ' tO 

. urtherrortf such solvency was not accomplished by conpromlslng the 
service Integrity of the jsrogram* The program had not "creamed" for healthier 
elderly tn order to reduce the demand for services* Nor had It Increased 
program census to secure more revenue* nor cut back on services to reduce 
.cost* There had not been significant changes In mortality rate» nor 
deterioration In participants' health when compared to the outcome of the 
successful COODA program* However^ because of the private share*of-cost» the 
program gradpal Iv shifted through the enrollment process to having a primarily 
Medicaid population* Adverse selection among those with a share '-cost was 
also evident* 

The R8-CC0DA represents a prototype of a new approach to . di . tvery and 
financing of long-term care* The first year of operation has been l period of 
adjustment from annual single-source funding to monthly multiple-source 
/Inpayments* It has also been a period of adjustment to risk-based financing In 
which administrative and service staff have continuously Juggled quality and 
post to ensure appropriate care. to participants* Although It Is too early to 
make conclusive statements about the program* It Is appropriate to review and 
discuss two major Issues of capitated financing for a long-term care 
population -- feasibility end acceptability* 



PgASIBILITY 

^ , 
Is capitated financing feasible for a long-term care population? Unlike 
the HMOs which serve tens of thousands of relatively young and healthy people* 
the RB-CCODA not only has a higher cost of care* but also fewer enrol lees and* 
because of the homogentty of the population* less leeway to spread the cost of 
care* The financial risk assumed by On Lok Is considerable* 

Nevertheless* On Lok*s experience has been positive* However# the 
success has not depended on the capitated financing mechanism alone* 
Capitated financing creates the Incentive to Improve efficiency and to control 
cost but the consolidated service delivery provides the means to the end* The 
multldlsclpllhary teem* the availability of resources ct the tern's disposal* 
the continuous monitoring of the participants and the experience gained 
through the COODA tn targetttng services are key Ingredients* Together these 
have rehabilitated and maintained the participants* health* reducing hospital 
and nursing home utilization to a rate lower than that of the general 63<»> 
population* 

The development of such a service del tvery approach takes time and 
effort* but can be achieved* To On Lok* this service model Is now considered 
as a prerequisite to the assumption of financial risk through capitated 
financing* Today the RB-CCODA Is a complete long-term care service system 
Integrating a service delivery and a financing model* Therefore* It can be 
concluded that It Is feasible to apply capitated financing to a long-term care 
populatlbn 
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ArrypTABlt ITY . 

Is th« R8-C00DA*5cc'eptabli to tha long-term cara population? Tha program 
malntalnad a full census of 300 participants at all times during the first 
yaar of the RB-CCOOA. For most participants and their families, the RB-CCOOA 
Is a welcome altarnatlve to Institutional care. They seem to appreciate the 
program, support It, and choose to remain with It, However, the findings 
suggest that the private share-of-cbst has discouraged participation of the 
non-f4edlc«ld>el Iglble elderly* 

The Implementation of a share-of-cost for the non-Medlcald eligible 
.participants reflects the current two-tier financing for health care of the 
elderly. On the one hand, Medicare, an entitlement program covering acute 
care for all 65+ elderly,, does not pay for long-term care services. On the 
, other, Medicaid pays for 'medical services, Including long-term care, for low 
•Income elderly. Non-Medlcald eligible elderly must pay for long-term care 
either out of pocket or through private Insurance policies; most of which 
.provide limited coverage beyond Medicare benefits. The private lnsuranc*e 
Industry has tradltl6nal ly considered long-term care as uninsurable and 
unprofitable, pjrimahlly because of the long-term, custodial nature of care, 
the potantlar for ,9<<verse selection, and the availability of Medicaid as a 
safety net. However, the growing elderly market has stimulated recently many 
Insurance carriers to review their positions, and Innovative Insurance 
• Instruments are b*alng developed and tested. As Insurance coverage for 
long-term cari;.baccmes more available, the participation of the 
non-Medtcald-ellglble elderly In tho R8-C000A will likely Increase. 



ft ft ft « ft 



On Lok's RB-CCOOA represents ons alternative; a comprehensive, 
coordinated long-term care system designed with philosophical and financial 
Incfcrttlves to maintain people In their own homes and communities as long as It 
Is modlcally, socially, and economically feasible. Although not conclusive, 
thl.; study suggests some advantages of the model. Studies of On lok 
ccmpSament those of other long-term care demonstration projects. The lessons 
learned from, these demonstrations need to be shared and ultimately used to 
Change health care policy and taw. In order to move toward a more rational and 
effective long-term care system. 
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Mr. Wydbn. We would, indeed. 

Before I ffo to any Questions I would like to recognize the gentle- 
man from Utah who has a great interest in health care matters if 
he would like to make a statement at this time? 

Mr NiELSON. As the oldest member of this committee in age, and 
one whose mother died at age 91 last November My father only 
survived to 83. In my father's case we were able to care for him in 
his home. 

In my mother's case she completely lost her memorv and in the 
last 4 years didn't know any of her family, so I am mterested in 
what happens in home care. 

Ms. Ansak, vou say that you deal with the very frail ones who 
normally would go to custodial care or institutions, and yet you 
have less hospitalization use from your patients and they stay 
shorter periods. 

How QO you do that? 

Ms. Ansak. I think the clue to it is that we work through an 
intake and assessment team. We have a multidisciplinary intake 
and assessment team. When a person comes in he is totally as- 
sessed. 

All the assets and the problems are assessed and evaluated; what 
can the family contribute; what additional supportive services does 
this family need; what kind of medical care does the person need; 
every aspect. 

Then a treatment plan is established and everything is aranged 
for— we don't need to go for prior authorizations. 

So, in other words, if you are talking about a very frail person, 
who on Friday night, all of a sudden has a breakdown, and we are 
not sure whether this might develop into something serious, in the 
traditional system generally speaking, these people have to go to 
an institution and be hospitalizied. 

We can, say instead of putting that person in a hospital, hire a 
home health aide or nurse and right away put that person into the 
home or we take the older person and put him into one of our res- 
pite care units, observe him and see what is happening. Usually 
with the proper kind of care we are able to cover tnis crisis. 

That is one of the reasons why we don't send people to hospitals 
when they don't have to go. Frequently people are hospitalized not 
for medical reasons but because of uncertamty of what is going to 
happen. 

If vou have a hip fracture, traditionally you go to the hospital 
and have the operation for the fixing of the hip. Then you stay in 
the hospital a few days and then comes this mtermecuate period 
where you have to go either to a nursing home or a rehabilitation 
facility. At On Lok we take them home. If it is possible we put 
them in their own home. If not possible we put them into a respite 
care unit. They are brought to the centers daily for the rehab serv- 
ices. 

You are preventing the real breakdown, the emotional and psy- 
choloncal breakdown, so you don't have to start again after they 
have been institutionalized for 3 or 4 weeks, we start earlier and 
that break down doesn't occur. 

Mr. NiELSON. Mr. Lewis mentioned it usually requires additional 
down payment of several thousand, do you require any miyor 
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Ms. Aniak. No. 

Mr. NtauoMjnuit is the payment per month? 

*fti ?Wf 5^ ^ «*t *M08. This includes ev- 

!.7tS?- »• hospitalization, the nursing home, 

whatever the person needs. Out of this- — 

Mr JlnijoN. You take the risk of how much It might cost? 
thlTn^ilSu'SS^oS^ ^ him for a fixed fee regardless of what 

fc^^wi^L?^^ *^*®*".?^""^ P5?» different rates 
& l^oSu it is on the average $660. The rest is paid 

If the person does not have Medicaid then the individual has to 

Sl£?JSSlif*P!P'"b ^^^S^^ "P *o 'I'OOO- We have 
some subsidies throuf h United way. 

Mr. NnuoN. Mr. Lewis, I Just caught the taU end of your com- 

You made a comment that Mr. Waxman apparently had said 
that yours was a high-cost alternative, the high-Income alternative. 
How many people on the average have $28,000 and up available to 
them when they turn 66 or 70— you said the average is 76? 

Mr. Lawn. I am not a good statistican so I am being cautious, 
because I want you to understand I can become a Uttle anecdotal 
about some of this. I understand about 60 percent of the population 
of America over 66 own their own homes and the sale price of a 
home average is over $80,000. 

Assiwaing that for older people the value of those homes Is less, 
that affords them the opportunity and this Is what generally hap- 

Cans In communities like ours is that the Individual sells their 
ome and uses a substantial portion of the sale price to enter a 
community. 

^^r. NiBLSON. But they can't always get that much money in 

Mr. L>wn. A high percentage of older people own their own 
homes outright 

Mr. NouwN. But in selling them don't they have to finance 
themselves? 

Tliey don't get that much downpayment. You work with them? 
Mr. Lawn. Yee. 

Mr. NnMON. If they get $10,000 down payment due you aUow 
them to pay later? 
Mr. Lawia. We do that on rare occaaions, but not on any grand 

8vcU6* 

Mr. Wtobn. Would the ffentieman yield? 

You said you had some low^inoome people in your proffram. 

What percentage of your people are low income? 

Mr. Lpm I don't know what you consider low income. 

Mr. W ydin . What do you conmder low income? 

Mr. Lewis. I would consider low*income for our community, 
where someone is making less than $12,000 a year. It would be 
hard to make itanywhere and get affordable long-term care. 

Mr. Wyden. What percentage then 

Jfr. Lewis. I would say in our communities today, probably, 
maybe 10 percent to 15 percent have incomes around that level. 
Mr. Wydbn. I appreciate the gentleman yielding. 

i7j 
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Mr. N1BL8ON. One other question. In the notice about the hear^ 
ing— I apologize for not being here earlier, I was taking care of 
things that needed to be taken care of— I wondered, there is a ten- 
dance for Medicaid, for people to spend all their assets so they can 
qualify for Medicaid. 

I know my mother visited us in Europe in 1978, had a chance to 
go to Israel for $400, a beautiftil tour. She revised to do that be- 
cause she wanted to leave something for the kids so when she 
needed to go into a hospital, she had too much income, partly be- 
cause she mid saved all her Ufe, so the five children took care of all 
the bUls. 

Do you have any provision for that if the children of the people 
can help pay for it themselves, do you have a provision for letting 
the children pay for it? 

Mr. Lewis. Tliey don't have to in our communities because we 
cover those hospital bills. 

Mr. NsosON. He may not be able to come up with the $28,000. 
Would you allow the family members to pool their money and take 
care of that, as well as the monthly cost? 

Mr. Lewis. We have. 

Mr. NiSLSON. How often does that occur? 

Mr. Lewis. Not too often. Generally our residents are determined 
to make their own affairs. We do have an aid fund. 

The way our communities operate generally, is that it is a group 
of people who really want to pool the risk of getting older. They do 
not want to fall back on their children and be a drain to them. 
That is almost one of the highest goals of people coming into our 
communities. 

Mr. NisuK)N. I guess I take a different attitude. I don't think a 
parent with children willing to help is being a drain on them. If 
she has sacrificed for them 

Mr. Lewis. I agree; but I am telling you what the older people 
coming into our communities, what their attitudes are. They do not 
want to be a burden to their children. 

Mr. NiSLSON. Do vou think there needs to be some chan^ in the 
legislation for Medicaid to prevent people from squandering their 
funds so they can't have fUnds to take care of themselves. 

The incentive now is to get rid of your assets, put the home in 
somebody elses name so you qualify for Medicaid. Those who refuse 
to do that end up without much help. 

Is that fair? 

Mr. Ebelbk. I don't know that when people spend down to 
become eligible for Medicaid whether that is the result of squan- 
dering their funds. I think think the evidence is that most people 
who do spend down and have to deplete their resources to become 
Medicaid eligible have done so because they are going to hospitals 
and nursing homes. There are spedfic cases of abuse, but the vast 
minority are elderly people who have gotten caught in a financial 
bind. Not many of us can afford a nundng home todajr. 

Mr. NISIJ90N. I can give cases where the opposite happened, 
where families with the same drcumstances, one will deliberately 
waste their assets so they can qualify, the other will hug their 
assets because they don't want to be dependent. 
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Is there something we could do about the law to encourage the 
latter? 

Mr. Ebklkr. It is always appropriate if you can construct legisla- 
tion that only deals with those individuals who may be consciously 
squandering assets. The difficulty is that you end up punishing the 
vast m^ority of people who are in that situation because they have 
encountered medical costs that they can't deal with. 

It is a very difficult policy for the Congress to deal with. 
^, Mr. NiBi^N. Perhaps I haven't made my point clear. I think 
that the laws in the various States encourage people to become de- 
nendent on Medicaid when they wouldn't need to if they were care- 
ful, and there ought to be an mcentive to have them be careftil so 
there is less wear and tear on the financial system. 

I think we need to start perhaps encouraging that kind of ap- 
proach. 

I vield back, Mr. Chairman. 

Mr. Wyden. I thank the gentleman. 

This recpndliation jpack£«e, I point out, does include some efforts 
to try to deal with the matter the gentleman is talking about, of 
setting up trust tonds and that kmd of thing, in e^, to get 
around some of the restrictions on Medicaid. So there is a lot of 
concern that we get the benefits taigeted to those who are most 
needy. 

One generalQuestion for the entire panel. Each of you offer up a 
unique and different kind of approach in trying to meet long-term 
care nmds to older people. Do each of you think that your particu- 
lar model, startinff with social HMOs and going down the table, do 
you tlunk it could be expanded into a laiger system that could be 
part of a national strategy for long-term care for older people? 

Ms. Ansak. I think so. We have different models, and different 
commumhes, and different needs; and I think we need to have leg- 
islation which allows for diversity. 

Whether you are going to a rural area or intercity area, I know 
we are trying at this pomt, with the help of the Johnson Founda- 
tion, to rephcato On Lok in other places, perhaps under some dif- 
ferent sponsorship. But I think On Lok is not an answer to long- 
term care m the whole United States. 

I think there need to be different models. I think we need to kind 
of decide what long-term care is. I am not sure we even know that. 

Mr. Lewis. I share what Marie-Louise Ansak said. I don't seo 
that continuing care is the answer for everyone. I think there is a 
common thread, though, that runs through our three presenta- 
ticas, and that is that we offer the older person who comes to be 
myolved m pur programs a managed health care plan which I 
think IS the key to our success of aU three of our systems, and the 
person who gets into it has the opportunity for getting in this coun- 
try an extraordinary quality of care which is not otherwise avail- 
able on any kind of affordable basis. 

Mr. Ebbxbr. We are excited about the SHMO concept, but we 
dont have enoujgh information yet to know whether this is the 
answer. We see it as a very important contra)ution to your knowl- 
edge base as you develop long-term care polipy. I would emphasize 
something people have said throughout the hearing this morning: 
the key is not to come up with one model that works nationwide. 
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but to try to identify different options that we can make available 
to the elderly. 

Mr. Wydbn. Let me just ask each of you a couple of questions 
about your particular model. Mr. Ebeler, I am yerv excited about 
the promise of the social health maintenance oraanization. In Port- 
land in my district under the leadership of Mitch Greenlick, we 
have had a tremendous early success with our social health main- 
tenance organization. It has been a chance to keep a lot of people 
out of long-term health care facilities, produce real savings to 
people, and we are very excited about it. 

I Know y^ u are doing the same kind of work in Minnesota, and I 
want to ask you a couple of questions so we know a bit more about 
how your social HMO is working. You include Medicaid patients in 
your SHMO? 

Mr. Ebelsr. Yes; we just began marketing to them. 

Mr. Wyden. What proportion of your target population is going 
to be on Medicaid in tne near future? 

Mr. Ebbler. The target would be 20 percent. 

Mr. Wydbn. And the SHMO provides an integrated approach to 
long-term care. We know that, but we would like to know how 
nursing home benefits fit into the SHMO? 

Mr. Ebblbr. The long-term nursing home care is included in the 
lon^-term care package, subject to the same annual and lifetime 
limits that the other community-based forms of long-term care 
services are sulgect to. If a member needs long-term care, the case 
management unit would identify that need and could place that 
person in a nursing home. 

I think the key is that nursing home care is but one of a number 
of delivery alternatives available to the case manager and provider 
at the time the elderly person becomes disabled. 

Mr. Wydbn. What happens if the SHMO member needs extended 
institutional care? 

Mr. Ebblbr. If the member exceeds the limits of our coverage 
and is not a Medicaid-eligible person, we t«7 to arraxige for financ- 
ing of that care fh)m other providers in the communities. We have 
had excellent support from other providers to piece together an 
even more extensive benefit package. 

Mr. Wydbn. Tell us a little bit more abo'it how vour services are 
financed. We are interested in whether you needed waivers from 
Medicare. If so what was the reason given for needing a waiver? 

Mr. Ebblbr. The services are financed from a variety of sources, 
which is the nature of a demonstration like this. We get Medicare 
prepayment for the Medicare enrollees. Medicaid parents from 
the State agency. We collect the $29*50 monthly premium from the 
Medicare efigibles. We have gotten excellent foundation Bupport for 
the planning and pre-operational phases of the project. The spon- 
sors finance the initial operating losses e'j^ect to upper limits with 
risk sharing from the Medicare program, finally, other agencies in 
the community help to finance some of the care w hen the coverage 
limits in the program are exceeded. 

We needed a number of waivers toput this package together, 
and it took a long time to get them. This subcommittee was very 
helpfiil in getting us those waivers. They were held up for 10 
months at 0MB, and finally, in the Deficit Keduction Act, the Con- 
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gress mandated that the Department of Health and Human Serv- 
ices grant those waivers so that we could become operational last 
Januarv. 

Mr. WvDEN. This subcommittee has been red hot in its anger 
about the waiver issue because it seems to me that exactly what 
the President said we ought to be doing is trying out experimental 
approaches, new approaches. Go slow. We are starting huge new 
entitlement programs, but try new things to try to determine what 
works, programs like yours and Mitch Greenlick's and others. 

Chairman Waxman has been able to put t<^ther an approach 
using things that Senator Bradley and I introduced on a bill. Chair- 
man Waxman took a variety of these. You need to let us know 
what happens in the years aiiead. I think you will try other inno- 
vative approaches and ideas. We want to make sure we have a 
waiver program that works for trying out new experiments and not 
one that is ensnarled in red tape in bureaucracy. 

We thank you. You are missed here on the subcommittee. Minne- 
sota's gain is our loss. Thank you. 

A couple questions for you, Mr. Lewis. Is there any interest 
among organizations like yours in designing programs that could 
serve a larger number of the poor population? We are pleased that 
you have got a 10- to 16-percent number right now. Is there any 
likelihood that your kind of program is going to be available to 
larger numbers of the poor? 

Mr. Lewis. Two <rf the dUTerent organizations that I am involved 
in, one is a subsidiaxy of our operation, we are trying to design the 
lowest possible cost community contained within a campus setting 
such as our own, and we have been spending the last 3 or 4 months^ 
exmnining each component that is a part of our operation and 
seeing how we could do it— what will be the lowest cost for each 
component and trying to put them together with the essential 
health care plan and health care program being the one we are 
least willing to give up dollars on, because we think that that is 
where we must not pinch. 

But we expect to finish that particular study by the end of this 
year, and we hope that we would be able to extend this program to 
a wider group. I am net terribly optimistic about reaching down to 
lower middle-income people with our concept without additional 
support from the Government. 

Mr. Wydbn. You don't think there is a real likelihood, say, that 
there will be a target on the group that we were talking about? 
The $12,000, $15,000, $16,000, that is not in the future? 

Mr. Lewis. We are trying to serve that group. I think there is a 
real possibility we could, but I will also anticipate considerable 
market resistance because we would be asking people who would 
have relatively few dollars and had spent their life earning those 
dollars to pay out for a health care plan— they are going to be get- 
ting a lot of other services, their home and a lot of other social 
services that go with living in a conmiunity, but we are asking 
them to pay ^t out in a lump sum at the outset, and that is a 
hard concept for someone who does not have a lot of dollars to ffrab 
hold of. * 
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Mr. Wydbn. They are ^^ery interested in knowing about anv kind 
of financing arrangement that is going to work. It is not as if they 
are going to stay away if there is a supply. 

Mr. Lewis. We have been trying to market, this is another pro- 
-am we are working on that we call a continuing care plan. This 
18 where we are trymg to, very similar to the two programs we 
have been talking about, delivering services to a group of people in 
a much larger defined geographic area, but not a single campus. 
Again, we have run into constantly this number of 60 to 70 to 80 
percent of the population believing that long-term care is going to 
be covered by Medicare and, therefore, why should I bother? That 
is a constant barrier that you hit. 

Mr. Wydbn. Is nursing home service covered throu^ your 
monthly fee schedule? 

Mr. Lewis. Yes. The people in our skilled nursing care center, 
where they are getting that highest level of care, pay the basic 
monthly rate of $923. 

Mr. Wydbn. Maybe it would be helpfbl for me to understand how 
your various kinds of financing arrangements interact. Medicare or 
private health insurance covers the resident's acute health care 
needs? 

Mr. Lewis. That is correct. Not all of it, because the deductible is 
covered by us out of the mone}r8 that we collect from the residents. 

Mr. Wydbn. Which is the monthly fee schedule? 

Mr. Lewis. That is correct, and the entrance fee. 

Mr. Wyden. So you have got an entrance fee, a monthly fee 
schedule, and then Medicare or private insurance? 

Mr. Lewis. Yes; that is correct. Medicare and private insurance, 
though, the toted that we receive in any one year, we always keep 
within manageable reach should the program never be not avail- 
able to us for some reason that we could survive without it, and 
our level— we probably are drawing somewhere in the neighbor- 
hood of $400,000 or $500,000 for our communities from the Medi- 
care system. We could — 1^ raising rates a very modest sum, we 
could cover that if we ever had to. 

Mr. Wyden. Are your facilities associated with the Quaker 
Churchy Mr. Lewis? 

Mr. Lewis. All the members of our board of directors are mem- 
bers of the Reli^ous Society of Friends^ Quakers. 

Mr. Wyden. One of the things we are very concerned about, be- 
cause it has been a trademark of every area where older people 
have been in need of private services, is that there is always, at the 
outset in particular^ a small minority who try to take advantage. It 
has hapi>ened in virtusily every area, for example the immediate 
gap policies for filling in the gaps for Medicare. 

Do you think that there is any danger of fraud and abuse and 
marketing kind of high-pitch sales techniaues? 

Mr. Lewis. There has been considerable danger in my field for 
the past 7 or 8 years. There have been a lot of abuses. Those abuses 
have been rather noisy, and most people hear about them, but the 
bulk of the industry is sound. Like anything else, there are people 
that tr^ to tc^ advantage of it. I don't think they come in with the 
idea of failing* but we have had failures that have been painful for 
bondholders and investors and residents. 
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Mr. Wyden. I would say if the Government is today more in this 
area and would there be good, solid consumer protection? 

Mr. Lewis. In Pennsylvania, we have legislation in place which 
would prevent farther things like that happening in our State. The 
American Association of Homes for the Aging is now developing an 
accreditation program for our industry which wUl, with State legis- 
lation, will I think prevent that kind of thing in the future. 

Mr. Wyden. The other thing we were interested in knowing, Mr. 
Lewis, is what would happen when a resident dies in terms of the 
assets. How is this handled? 

Mr. Lewis. If a resident dies within the first year, and in our 
community, and this will differ from place to place, in our commu- 
nity 50 percent of the entrance fee would be remitted to that per- 
son's estate. Otherwise after that 

Mr. NiEtsoN. Would the gentleman yield? After what period of 
time? 

Mr. Lewis. After 1 year. 
Mr. NiELSON. Just one time? 

Mr. Lewis. That is just one time. If a resident dies within the 
first year. If they chose to leave, we give them all their entrance 
fee hack in the first 3 months. Thereafter, if they choose to leave, it 
is amortized on the basis of 2 percent per month, so in 50 months, 
if they choose to leave, they would have lost their entrance fee. 
Anyone who dies after the first year, the entrance fee is forfeited 
and is part of the program, part of the insurance. 

If I could— it is very hard for a lot of people to grasp that initial- 
ly. I could sometimes explain it by using the reverse, that it is the 
same kind of thing that if vou bought a life insurance policy and 
you died in the first 6 months and me life insurance company said, 
'We didn't expect you to do that, so, therefore, we would like not 
to pay on the policy." It is the same principle involved, just in re- 
verse. 

Mr. Wyden. Did the gentleman want to ask any more questions? 

Mr. NiEtsoN. I wanted to ask Mr. Ebeler, do you believe that 
your proposal would fit-^I know the chairman asked this question, 
but I wasn't satisifed with your answer— do you believe your pro- 
posal would work in other parts of the countiy? 

Mr. Ebeler* It appears to be working in the other three sites. I 
don t think we know enough to know whether one would want to 
expand it at this point. I am excited about it, but I think from your 
perspective, you should wait and see. The Health Care Financing 
Administration is funding this as a demonstration and it is going 
to attempt to be able to answer that question for you in 2 orS 
yeaxa. 

Mr. NiELSON. The basic difference between yours and the other 
two seems to be that they are for certain fee or requirements, then 
they cover the costs, whatever they might happen to be, whereas 
yours varies with whatever you come up with. That is a basic dif- 
ference. 

Have you considered going to something like a guaranteed type 
care for certain risk involved on your part, in other words, to a 
DRG approach that Mrs. Ansak talked cu>out, have you considered 
that? 



I8b 



182 

Mr. Ebeler. We have considered a variety of those things. We 
are at this point committed to fulfilling this demonstration because 
of the variety of commitments we have made to the Federal Gov- 
ernment imd our need to complete the demonstration protocol. 

Again, I think there are a variety of options. The On Lok pro- 
gram has a history of success that is phenomenal, and I think all 
those options Tieed to be evaluated. 

Mr. NiEiJBON. Apparently the DRG type program is set sufficient- 
ly liberal that On Lok is able to come out of it all right on a finan- 
ciMy sound basis and still provide care that is remarkable in the 
sense that the> have less hospitalization, shorter hospitalization. 
Wouldn't the fact that they knew their bills were goins to be taken 
care of give thorn sort of a peace of mind and actually keep them 
healthier? Do you think some aspect of that helps her program? 

Mr. Ebelkr. I am sure that helps her pro-am. We offer a great 
deal of that coverage. If you are enrolled in Senior's Plus, more 
long-term benefits are covered than in traditional plans. I think it 
is one of the important advantages of any of these approaches. 

Mr. NiBLBON. In the last Congress, we discussed health insur- 
ance, the person who is unemployed through no fault of his own, 
and the first thing that happens, he has to pay the individual rate 
rather than the group rate. Many of them drop the insurance to 
save monev, and the tact that they are without insurance increases 
their possibility of getting sick. 

I would think the approach of Mrs. Ansak and Mr. Lewis would 
have people in a better frame of mind. They know the^ are taken 
care of. I think that would strengthen your program, if you could 
borrow from their taking the risk and saying '^e will cover the 
risk", set the fees high enough to cover the nsk or get good fund- 
ing, I bet you would nave a healthier, happier group. I just recom- 
mend that. 

Now in the case of Mr. Lewis, maybe they can't all afford the 
entry fee. I still feel that you are cutting out a good many people 
that need to be served although I commend you for what you do. I 
commend all three of you for being here today. Thank you very 
much. 

Mr. Wydbn. I thank the gentleman. 

Just a couple questions for you, Mrs. Ansak. We understand that 
On Lok serves onl^ the frail elderly, those who are essentially most 
vulnerable to institutionalization. We would be interested in know- 
ing whether the program is also workable for those who are a little 
less vulnerable but still in need of some type of long-term care as- 
sistance. I guess the question that comes to mind is, is that doable 
and could it be cost effective if you did both? 

Ms. Ansak. I think so. I think actually, you know, we are s^ irtr 
ing at the other end. The SHMO starts with the people who are 
better off, and we could expand into that group. For x number of 
reasons we didn't want to do this, partly ^litically in the commu- 
nity and partly because when you deal with a frul elderly, if the 
program gets too large, you then have a factory. We have 300 par- 
ticipants, and I think that is all we can deal with basically. 

I think one could expand the idea and perhaps set up something 
concurrently to serve the less frail* I thmk one could ultimately 
save money, no question, if you can prevent, because we are saving 
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money with the very, very frail. I think if you would have a similar 
system for those who are less frail, I definitely think we could save 
some money. 

Mr. Wydkn. We are also interested in how we can stimulate 
more proij^ams like 3it)urs around the country. 

Ms. Ansak. We will come back to you shortly. We are trying, 
with the help of the Robert Wood JohniBon Foundation to stimulate 
the reolication of On Lok in other areas, particularly in Albuquer- 
que, NM there is a group interested, one in Denver, one in Boston 
and one in New York. It will be very interesting to see whether the 
program can be replicated. We will need waivers, so we will be 
back before the committee, I suppose. 

Mr. WvDBN. We are always happy to see you and your associates. 
If my colleague doesn't have any fiirther questions 

Mr. NiBLBON. Mr. Chairman, I think I would like to ask the same 
question of Mr. Lewis, do you think you could expand your pro- 
gram to the less frail— she says vou start with the choice ones, 
could you move more to the middle and more to the lower-income 
group and still be sua^assful? 

Mr. Lewis. We think we are serving the middle-income group, 
but we are trying to reach a lower income group. Give me another 
year, year and a half, and I will tell you how it goes. 

Mr. Nm£OK. Thank you. 

Mr. Wydbn. We thank all three of you. We started this hearing 
about 3 V& hours ago, or something along those lines. I started off by 
saying that I have recently seen the movie ''C!ocoon" and thought 
about those spirited seniors who took off to the other planet where 
they never had to wony about bill collectors and hadthe promise 
of perpetual life. 

You and our other witnesses have made it clear to us earthlings 
that it is not that simple. You have given us innovative ideas and, 
more importantly, I think we have been able to build a record 
which I know Chairman Waxman wants to use to develop a nation- 
al strategy for delivering long-term care services in thk country. 

What we have been interested in is not an abstract sort of ses- 
sion where we gather information and it is filed away in some kind 
of report. Our chairman wants to develop a solid long-term care 
strategy that includes a variety of different pieces. The Govem- 
mpnt very definitely has a role to play particularly in serving the 
low income and those who cannot pay for their own care. We think 
there is an opportunity for the private sector to play a role and 
have moved toward that in our reconciliation package. 

I imagine there will be a variety of approachings ranging from 
SHMO's to the life care kind of arrangement or continuing care as 
it is called, to the very fine work of On Lok which we wish to dupli- 
cate elsewhere as well. So keep us supplied with fresh innovative 
suggestions that we can consider for this national strat^. We 
must go after what I think is a great unmet need in this country 
for our older people^ long-term care. Unless you have any further 
comments, we will excuse you. 

The subcommittee is adjourned. 

[The following were supplied for inclusion in the record:] 
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EXECUTIVE SUMMARY 



Thi projacted growth of the elderly population, conblned with large an<1 
incrcaaing Federal and other public expenditurea for long-tern care aervlcea, 
and eapecially nuraing home aervicea, haa generated aubstanti&l intereat In 
altering the vay in which long-tera jcare aervicea are financed and delivered* 
In the paat, legialative intereat haa focuaed in part on coordination of exlatin| 
Federal prograoa financing long-tera care in order to offer sore conaiatent and 
adequate protection for the potentially cataatrophic expenditurea the elderly 
can incur aa the reault of chronic illneaa. In addition, policy*tiakera have 
alao aought waya to expand comaunity-baaed aervicea to correct what aoae per- 
ceive to be a biaa in the current ayatea in financing institutional lodg-tera 
care. Thia report providea an overview of aelected policy iaauea on long-tera 
care financing, including Information on characteriatica of the elderly and 
their need for and utilization of long-tera care aervicea, and a review of 
public aector prograao and private aector approaches to financing long-tera 
care aervicea. 

The phrase "long-tera care" refers to a vide array of aedical, social, per- 
aonal, and Supportive aervicea needed by individuala who have loat aoae capacity 
for self-care due to chronic illness or physical or mental conditions which 
result in both functional iBpairaent and phyaical dependence on othera for an 
extended period of time- Major subgroups of individuals needing long-tera care 
include the elderly and non-elderly disabled, the developmentally diaabled 
(primarily the mentally retarded) and the mentally ill. Thia report focusea 
principally on long-tera care aervicea required by the elderly, generally those 
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ptrtont 65 yttrt tnd oldar. Bld«rly pertont, by virtue of thtlr high risk of 

chronic illnctt thtt ratuitt In dlaablUty and functional Inpalrment, ara tha 

prloary raclplanta of long-tarn cara In thla country. 

Tha ranga of chronic l^Inaaaaa and condltlona raaultlng In the naad for 

aupportlva long-tara cara aarvlcaa la axtanalva. Unllka acuta lllnaaaaa, which 
occur auddenly and ara 'eually reaolvad In a ralatlvaly ahort period of tlma, 
chronic condltlone are of an extended duration and oay be difficult to treet 
■edlcally except to oalntaln the etatua quo of tha patient. Although chronic 
condltlone occur In Indlvlduele of ell agee, their IncHence, eepeclelly a^ they 
reeult In dleeblUty, Increaeee with age. Thaee condltlone nay Include heert 
dleeaee, etrokee, arthrltle, and vlelon and hearing laparlaente. DeMntle, the 
chronic, often pcpgreeelve loee of Intellectual function, la aleo a najor cauee 
of dleablllty In the elderly. At leaet half and parhape ae aeny ae 70 percent 
of patlente with deaentla have AlsheloMr'e dleeese, a chronic, progreeelve, 
primary neurologic degeneration of unknown cauee, which Increeeee In prevalence 
with advancing age end for which there le currently no effective treetnent. 

Long-tent cere eervlcee include a wide variety of health and eoclel eerv- . 
Icee provided In an Inetltutlon, In the comunlty, or In the hone. Servlcee 
range fron medlcel and therapeutic eervlcee for the treatment end oanegeMnt 
of'chronlc lllneee provided by ekllled pereonnel to eaeletence with beelc ectl- 
vltlee of dally living, euch ae houeekeeplng and pereonal care eervlcee, pro- 
vided by family neobare, nureee, aiui eoclel workere. By far, the majority of 
long-term cere eervlcee era provided by family membere. 

Beeed on the projected growth of the elderly population and current utlll- 
xatlon pat t erne of Inetltutlonel and coanunlty long-term cere eervlcee, major 
Increaeee In the demand for long-term cara can be anticipated for the future. 
Today approximately 1.2 million elderly pereone ere reeldente of nurelng homee. 
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Thla it about five percent of the total elderly population. With current utll- 
icatlon, the National Center for Health Statlatlcs haa eatlmated that the 
number of elderly nursing hOtie realdente will lacreaae by 56 percent froa 1978 
to 2003 vhen conatant mortality la aaaumed and by over 115 percent vhen declln- 
log mortality la aaauaed* In addition, for every peraon 65 yeara of age and 
over residing In a nuralng home, there nre twice as many peraona living In 
the community requiring the various kinds of care provided In an Institution* 

At leaat 80 Federal programa aaalat parsons vlth long-term care problama, 
either directly or Indirectly through caah aaalatance, In-klnd tranafera, or the 
provlalon of gooda and services. Among these 80 programa, five are generally 
conalderod to be the major programa of Federal aupport for long-term caret 
Medicaid, Medicare, the Social Servicea Block Grant, the Older Americana Act, and 
the Supplemental Security Income program. No one program, however, haa been de- 
signed to support a full range of long-term care aervicea on a ayateaatic baaia. 

For example, the Medicare program la intended to sddreas the acute medical 
care needa of the aged and disabled. To the extent that is provides coverage 
for certain long-term care aervicea, it does so with the intent of reducing the 
need for more iutensive and expenaive acute care aerivces. The program waa not 
deaigned to rc>^pond specifically to the chronic care needa of the elderly, for 
inatance those with Alzheimer's diaeaae, over a auatained period of time. 

The Medicaid program on the other hand, doea aupport long-term aervicea, 
principally nuralng home care, but only for certain low-income people or for 
peraona who have depleted their income and assets. Many persons become eligible 
for Medicaid'a nuralng home benefit only after thay have depleted their income 
and assets on sisable out-of-pocket expendituree for long-term cere. 

The Social Servicea. Block Grant program, by way of contrast, la generally 
limited to the provision of corimunity-baaed aocial services selected and defined 
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by the Stste, Thli prograa may cover nedlcal care only vhen It is Integral 
but subordinate to the provision of a social service. Funding under title HI 
of the Older Aaerlcans Act Is used for the development of a service delivery 
system for older persons, focusing on social and nutritional services. The 
Supplemental Security Income program provldea cash assistance to needy aged» 
blind, and disabled Individuals. 

In addition, varying eligibility requirements, service benefits, service 
^ definitions, and reimbursement policies among theae five major Federal programs 
supporting long-term care have resulted In a fragmented and uncoordinated long- 
term care policy at the Federal level. This lack of coordination among Federal 
programs has also presented major Implementation challenges to the States, es- 
pecially ifhere certain of these programs delegate administrative responsibility 
to State governmenta. 

The following chart summarizes some of the major differences among Federal 
programa which support Institutional and community-based care. 



59-807 0 - 86 -7 
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Ha^r Pfldflral Profrus Supportlof Uaf-Tflra C«rfl S«rrleMi 
SacvlcM Covcrad, Bllilblllty, and Ad«lalfltflrlnt Aimey 



Ad«LnUt«rlnt itflney 



PrograB 



Bllilblllty 



Itodlead/ 

Titu nx 

of th* Social 
Socurlcy Act 



Itodlearfl/ 
Tit la mil 
of tho Socia 
Sacurlty Act 



Social 8«nr- 
leaa Block 
Ccaat/Tltla 
n of tba 
Social Soeur-* 
Ity Act 



Agad. blind, dlaablad 
paraooa raealvlnt eaab 
aaalataaea undar SSI; 
otbara raealvlng eaah 
aaalatanea undar AfDC« 
At Stat^ optloo, par- 
aooa lAoaa IncoM ax'* 
eaada atandarda for 
eaab Malatanca undar 
SAX/AFDC, l.fl*. tha 
"Mdleally naadj** 

Acad, blind, dlaablad, 
or Mantally ill Madl- 
eUd allslblaa (loelud- 
Ing cKildraa) llvlns la 
tha eonaunity irtio would 
ra^ttlra ouralng tiOM 
laval eara. At Stata 
option, paraons llvlns 
In tha eOMunity vltb 
Klghnr incoM than 
nomally allovad undar 
a Stata Madleald pUn. 

Ganarally Social Se- 
curity atatua* Far- 
aona 6S yanra and 
ovar; paraona undar 
65 yaara antltlad to 
Fadaral dlaablllty 
banafltat «nd cartaln 
paraona with and- 
ataga ranal diaaaaa* 



Varloua aoclal aarv- No Padaral raqulra- 

icaa M dafinad by - nanta. Stataa aay • 

tha Stata, Includ- raqulra naana taata. 

ing hoMsakar, ho«a 

haaltb alda, paraonal 

cara, ho«a-dalivarad 

■aala 



Sklllad nuraUs fa- 
cility a/ 

Xntarwdlata eara 
facility b/ 

Bom haaltb'V 

Adult dar eara b/ 



2176 "valvar" aarv- 
icaa, n«t*> 
■anacaaaat, hoaa- 
■akar, paraonal 
cara, adult day 
cara, habllltation, 
raaplta, and 
othar aacivcaa at 
Stata option, d/ 



100 daya of aklllad 
nuralng facility 
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BoM haalth 
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nancing Adnin- 
latratlon/BHS 



Stata Madleald 
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nancing Ad«ln- 
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Office of HuMn 
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Sarvlcaa/BBS 



In aoM caaaa, 

tha 2176 "valv- 
ar" program aay 
ba adainlatar- 
ad by aaotbar 
agancy, n«g«i 
Stata «g«ney 
on aglng« 



Stata aoclal 
aanricaa/hu- 
nan raaourcaa 
agancy. Xa 
aoM caaaa 
othar Stata 
aganclaa say 
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lUJor Fadaral ProfrMs Suppertlag Long-Ttra C«re S«rTleM: 
S«rvleea CoTtrad, Eligibility, aod Ad«lDlaterlng Agency— Cootloucd 



Ad«lDlat«rlDg agaaey 



rrogm .S«rvleaa covered Bllglblllty Federal 



Social Serv- 
Icee Block 
Grant /Title 
XX of the 
Social Security 
Act (cont'd) 



Older 
Aaerlcane 

Act/ 

Title III 



Suppleaeotel 

Security 

Iucom/ 

Title XVI 

of the Sod el 

Security Act 



Variety of eoclal 
•ervlcea aa deter- 
■Ined by Stete end 
erea agenclee on 
eglngi vlth priority 
on In^ibM eenrlces* 
Aleo case aanageMnt, 
dey cere, protective 
eenrlcee* Seperate 
appropriation for 
hoM -delivered 
Male* 

Pederel ineoM eup< 
port* Mexiaioi Fed- 
eral peyaent for 
pereon vlth no In- 
cose im $325 per 
Individual and $488 
par couple In 1985* 
Suppleaental payMnt 
for non-«tdlcel houa-> 
Ing and/or In-hoM 
eervlcea« ae deter- 
■Ined by State* 



Pereone 60 yeare end 
over* No Meike teete, 
but eervlcee are to be 
targeted on thoae vlth 
eoclal or economic 
need* 



Aged, blind, dleabled 
pereona vtm m«c Fed- 
erelly eetabliehed lo- 
coM end reeourcee re- 
qulreaente* Stetee 
■ay Hke payveote to 
other State-defined 
aUglblllty groupe* 



Ad«lnietratlon 
on Aglttg/Offlce 
of Buaen Oevel- 
opMot Servlcee/ 



ad«lnletar a 
portion of 
title XX funde 
for certeln 
groupe, e*g*. 
State agency 
on aging* 

Stete egency 
on aging 



Social Security 
Adalnletretlon/ 



Stete eupple- 
Mntal peyMnt 
prograa nay be 
State or Fed- 
erelly adaln- 
letered. 



a/ Bequlred for Indlvlduale over age 21* 
b/ At option of State* 

c/ Required for Indlvlduslft entitled to ekllled nurlng hoM care* 

d/ May be offered under e valvar of Kadlcald State plan requlreMnte. If requeeted by the 
State end approved by BHS* May Include valvar of Kedlceld eligibility requlreMnte and etlpula- 
tloo that aervlcee be offered on a etatevlde baale. 
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. ^Ilcyaakera have alao b«en concerned about atrlklng the right balance 
betveen nuralng hone care aervlcea and ho^ aod cOHMinlty-baaed Iong*-teni caire 
aervlces* By far the largeat portion of public expendlturea for long-term 
care is for nuraing hoae care, with the Medicaid Tcogram accounting for 43 
percent of total national apendlng for nuralng hone care* Other prograu, 
■uch aa the Social Servlcea Block Grant and the Older AMrlcana Act, while 
providing a range of co«inlty-baaed long tera care aervlcea, have Halted 
ability to provide a balance to the enorwua Inatltutlonal aopport provided 
through the Medicaid prograa. Long-tera care refora In the peat, therefore, 
haa Included efforta to reduce Inappropriate Instltutlonallsatlon of the 
chronically 111 by creating prograas to asaure that thoae referred for Inatltu- 
tlonal care actually need auch care And by Increaalng the availability of 
covunlty-^baaed care aervlcea, auch aa hoae care and adult day care aervlcea* 

Various Federal reaearch and demonstration project a have atteapted to teat 
new waya of providing and coordinating long-tera care aervlcea. Theae have In- 
cluded projects to develop caae aanageaent and asseaaaent procedure^ to better 
target aervlces to those aost at rlak of Inatltutlonallsatlon, and to create . 
new coaaunlty^baaed aervlce optlona. Soae of these projects have led to the 
Initiation of the National Long-Tera Channeling Deaonatratlon prograa by the 
Department of Health and Huaan Servlcea (DUBS). The Channeling Deaonetratlon 
waa dealgned to teat whether a carefully aanaged approach to the provision of 
conunlty-baaed long-tera care servlcea to a frail elderly population living 
outside Institutions could help control overall long-tera care coat a while 
maintaining or Improving the well-being of clients* Another major reaearch 
and demonatratlon Initiative of DHHS currently underway la the aoclal/health 
maintenance organisation (S/HMO). Thla project builds upon snd extends the 
heslth aal«itenance organisation model, where health care services sre offered 
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to a defined population on a' pre-paid capitation basis. The S/HMO provides 
not only conventional health care aetvices to a group of elderly persons but 
also provides a range of long-ter« care services including nursing home csre, 
hone healthy and honeiiaker services. Asong the questions to be addressed by 
this deaonstration are whether a consolidated pre-paid system of acute and 
long-term care can produce greater savings than conventional HMOs already 
serving Medicare beneficiaries, and whether the long-term cere services offered 
through the program will reduce nursing home admissions and the number of per- 
sons who become eligible for Medicaid's nursing home benefit after they havfc 
depleted their income and assets on expenditures for long-term care. 

Uncertainty about the potential costs of expanded community-based care, 
and intervening co'ncern about budget deficits and increasing expenditures 
under entitlement programs which currently finsnce long-term care, have shifted 
the focus of the long-term care debate to consideration of private sector in- 
itiatives which might relieve fiscal pressures on public programs and which, 
at the same time, might improve the elderly's ability to finance long-term 
care. Some of the private sector options advanced as fessible alternatives 
for financing long-term care include private health insurance, life care 
communities, and home equity conversion. Not discussed in this report are 
other options often suggested as alternative financing mechanisms for long- 
term care, including the various tax code amendments proposed to encourage 
families to continue providing long-term care services. 

.Currently, relatively few insurance companies (studies indicate 16 to 25) 
write long-term care insurance policies which are substantially more comprehen- 
sive than standard policies supplementing Medicare coverage. It is estimated 
that only about 50,000 elderly persons are presently insured under such plsns. 
A number of bsrriers have been cited as impediments to the development of 
meaningful long-term care insurance policies, such ss the potential for adverse 
selection (where only persons more likely to need long-term care buy insursnce) 
and induced demand (where individuals decide to use more services because they 
have insurance and/or will shift from non-paid providers, auch ss family mem- 
bers, to paid providers of care). Recent research, however, suggests that 



1S7 



194 



COM of thMt barrltra My b« resolved In e nuaber of veye. Includlog expending 
Che pool of the Ineured by encou raging people to buy et younger egee. 

Life cere cowinltiee, eleo celled continuing cere retirement coeaunitiee, 
ere living errengeaente eveileble to e lialted but potentielly growing nuaber 
of older pereone. Such coaaunitiee ere eetebliehed to provide houeing, aeele, 
houeekeepingi end certein long-tera cere eervicee, ee neceeeery, to older per- 
eone for the duretion of their lives* Older pereone enter into e contractual 
agreeaent which aete forth the eervicee to be received by the reeident in 
exchenge for flnenciel peyaente, including en entreoce fee end aonthly peyaente. 
The nuaber of exieting life cere coaaunitiee ie eetiaated to renge froa 300 to 
600, but thie nuaber ie expected to aore then double in thie decede* Supportere * 
of thie concept indicete thet e life cere contrect providee finenciel protec-. 
tion againat the future coete of long-*tera cere end offere e protective living 
errengeaent for pereone whoee neede vill increeee over tiae* However, beceuee 
of the eubetentiel feee required for entreoce, eoae enelyete believe thie option 
aay be eveileble to only e Halted proportion of the elderly populetion. 

Boae equity convereion contrecte, in which older pereone uee the equity in 
their hoaee to finance certein expeneee, heve eleo been edvenced ee e aeene to 
finence certein long-term cere eervicee* While eubetentiel nuabere of elderly 
pereone heve eccuauleted equity in their hoaee, to dete only e very Halted 
nuaber (eetiaatea of about 300-400 at aost) of hoae equity convereion contrecte - 
heve been negotieted. 

.Obeervere heve pointed out thet the econoalc etetue of future generetione 
of the elderly aay iaprove Co the extent thet they will be eble to finance, 
through riek pooling errengeaente, et leeet e portion of their long-tera cere 
expeneee theaaelvee» without reeorting to the lapoveriehaent currently required 
under Kedicaid to qualify for that prograa'a nureing hoae benefit. In ed<fition, 
othere heve noted thet public progreaa will aiaply not be eble to eupport ex- 
pended long-tera cere eervicee in the future ee the retio of workere to retireee 
/'declinae end ee the nuaber of the very oldeet eegaent of the popultition incree- 
eee* For the tiae being, however, theee opt lone eppeer to provide only Halted 
opportunitiee for elternetive financing acheaee for long«*tera cere. In eddi- 
tion, they eeea to heve only Halted eppllcebillty for the lerge nuabere of 
elderly who ere popr or aay be poor in the future* 

Ids 
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FINANCING LONG-TERH CARE SERVICES FOR THE ELDERLY 
I. INTRODUCTION 

The phrase "long-^tenn care" refers to a wide array of medical, social, per- 
sonal, and supportive services needed by individuals who have lost some capac- 
ity for self*care due to chronic illness or physical or mental conditions which 
result in both functional impairment and physical dependence on others for an 
extended period of time. Major subgroups of individuals needing long-term care 
include the elderly and non-elderly disabled, the developmental ly disabled (pri- 
marily the mentally retarded) and the mentally ill. This report focuses princi- 
pally on long-tenn care services required by the elderly. Elderly persons, by 
virtue of their high risk of chronic illness that results in disability and 
functional impairment, are the primary recipients of long-term care in this 
country. 1/ 

The range of chronic illnesses and conditions resulting in the need for 
supportive long-term care services is extensive. Unlike acute illnesses, which 
occur suddenly and are usually resolved in a relatively short period of time, 
chronic conditions are of an extended duration and may be difficult to treat 
medically except to maintain the status quo of the patient. Although chronic 
conditiona occur in individual's of all ages, their incidence, especially as they 
result in disability, increases with age. Xj These conditions may include heart 

1/ Doty, Pamela, Korbin Liu and Joshua Wiener. An Overview uf Long-Term. 
Care. Health Care Financing Review, v. 6, no. 3, aprlng 1985. p. 69. 

y Rice, Dorothy and Carroll Estes. Health of the Elderly: Policy issues 
and Challenges. Health Affairs, v. 3, no. ^, winter 198A. p. 29. 
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dUease, itrokei, arthritU, and vUion and hearing impairaentt. Dementia, the 
chronic, often progressive loss of intellectual function, is also a major cause 
of disability in the elderly. V At least half and perhaps as many as 70 per- 
cent of patients with dementia have Alzheimer's disease, a chronic progressive 
primary neurologic degeneration of unknown cause, which increaaes in prevalence 
with advancing age and for which there is currently no effective treatment. A/ 
The presence of a chronic illness or condition alone does not neces«arily 
result in a need for long-term care. For many individuals, their illness or 
condition does not result in a functional impairment or dependence and they are 
able to go about their daily routines without major hindrance or need for assis-' 
tance. 5/ It is when the illness or condition results in a functional or activ- 
ity limitation tljat long-term care services may be required. Limitations can 
vary i.i severity and prevalence. For example, a chronic condition may result in 
depend e e in certain basic self-care functions such as bathing, dressing, eat- 
ing, toileting, and/or mobility from one place to another. These are referred . 
to as limitations in "activities of daily living" (ADU). A second set of meas- 
ures reflecting lower levels of disability in the perfonoance of a daily routine 
are often referred to as limitations in "instrumental activities of daily living" 
(lADLs). 6/ These include such functions as shopping, cooking, clrining, manag- 
ing money, and taking medicine. For example, certain individuals may not have 

3/ Rowe, John. Health Care of the Elderly. New England Journal of Medi- 
cine,";;. 312, no. 13, Mar. 28, 1985, p. 831. 

.A/ Rowe, p. 831. i 

5/ Long Term Care: Background and Future Directions. Health Care Financ- 
ing ATminiatration, Department of Health and Human Services, Jan. 1981, HCFA 
81-20047. p. 4. 

6/ Liu, Korbln and Kenneth Manton. Disability and Ung-Term Care. A 
paper'^prescnted at the Methodologies of Forecasting Life and Active Life Expec- 
tancy Workshop. Bethesda, Maryland, June 25-26, 1985. 
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limitition. in batic self-care functions, but may not be able to clean or shop 
without some kind of assistance. Other individuals may suffer from a chronic 
condition or multiple conditions resulting in limitations in both ADLs and lADLs 
and therefore require a number of specific long-term care services. 

Long-term care services include a vide variety of health and social serv- 
ices provided in an institution, in the community, or in the home. Services 
range from medical and therapeutic services for the treatment and management 
of chronic illnesses and cond itions- to assistance with basic living services 
associated with shelter and meals, juch as housekeeping and shopping, to per- 
sonal care assistance, such as bathing, grooming, and toileting. Such serv- 
ices are generally provided by nurses, social workers, therapists, and a wide 
variety of unskilled personnel, such as homemakers, nurses aides, and volunteers. 
Community-based services can be provided formally by agencies or organirationa 
that are paid for their services, or informally by family or friends who offer 
assistance without compensation. By far, the great majority of long-term care 
is provided informally by family or friends. 

The projected growth of the elderly population, combined with large and in- 
creasing Federal and other public expenditures for long-term care services, and 
especially nursing home services, has generated substantial legislative interes. 
in altering the way in which long-term care services are financed. This re- 
port discusses the financing of long-term care services, and especially the ex- 
tent to which various Federal .programs cover and fund these services. It alao 
describes various proposals that have been advanced as alternative private 
financing schemes for long-term care. 
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II. SBLBCTED CHARACTKRISTICS OP THE EtDERLY AMD MEASURING 
THEIR WEED FOR LOHC-^RM CARE 

The need for long-tern care servLces in the future will depend on a number 
of factors, including deaographic changes in the Nation's population, economic 
conditions which affect an individual's ability to pay for servicesi levels of 
disability, and medical advances in the prevention and treatMnt of chronip con- 
ditions. Estimating the dimension of the need for long-term care is a difficult . 
but critical task for policymakers. It is critical since large and increasing 
amounts of piiblia dollats finance long-term care services. It ia difficult be- 
cause the impact of certain of these factors cannot be predicted with certainty. 
For example, medical advances may result in the prevention of certain chronic 
conditions, or simply in incremental improvements in their management. Medical * 
and scientific advances can also lead to reductiona in general mortality which 
would result in increases in the sise of the potential long-term care population. 
This section provides information about certain demographic and income charac- 
teristics of the elderly population. 

A. Growth of the Elderly Population 

The aging of the Nation's population has dramatic implications for projec-* 
tions of need for long-term care services. The elderly population has grown 
much ttoro rapidly in this century than has the remainder of the population. As 
table 1 shows, from 1900 to 1950, the total population doubled in sise while the 
population aged 65 and over increased by four timey; from 1950 to 1980, when the 
total population increased by 50 percent, the aged population doubled in sise. 
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to 25.5 aillion. Betveen 1980 and the year 2020, the total population ia pro- 
jected to increase by slightly more than 30 percent, while the elderly popula- 
tion ia projected to nore than double again. By 2020, the projected elderly 
population will be 51.4 million, 17.3 percent of the total population. 



TABUS 1. Sice of the Elderly Population, 1900 to 2020 
(in thousands) 



Year 


Total 
U.S. population 


No. 


65+ 

Z 


No. 


85+ 

X 


Aged support 
ratio* 


1900 


76,303 


3,084 


4.0 


123 


0.2 


7.6 


1950 


0,697 


12,270 


8.1 


577 


0.4 


13.7 


1980 


226,505 


25,544 


11.3 


2,240 


1.0 


18.6 


2000 


267,955 


34,921 


13.0 


4,926 


1.8 


21.6 


2020 


296,597 


51,422 


17.3 


7,081 


2.4 


29.3 


* 


Ratio of 65* plus population to working age population, 19- 


-64 years. 



Source: U.S. Department of Commerce. Bureau of the Census. Decennial 
Censuses of Population 1900-1980 and Projectiona of the Population of the United 
States by Age, Sex, and Race: 1983 to 2080 (Advance Report). Current Popula- 
tion Reports, Series P-25, No. 952. May 1984. Projections are middle aeriea. 



As a result of the rapid increase in the elderly population, their propor- 
tion of the population increaaed from 4,0 percent in 1900 to 11.3 percent in 
1980 J this is expected to increase to 13.0 percent by 2000. At the same time, 
the number of elderly in corapariaon to the number of persons in the working age 
population (persons aged 19-64) has increased substantially. The aged support 
ratio (that is, the ratio of the 65+ population to the working age population 
19-64 years) increased from 7.6 in 1900 to 18.6 in 1980 and is expected to 
increase to 29.3 by 2020* 
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Despite the overall- growth in the 65 plus group, the noat critical de«o~ 
graphic factor with iaplicationa for the future of long-term care aervice utili- 
sation ia the stsrtling pace of increaae in the oldeat aegment of aociety. The 
"old-old/*^ peraona 85 and over, are currently the faateat growing age group in 
the U.S. population. Thia group repreaented only 0.2 percent of the total popula- 
tion in 1900, but increaaed to 1.0 percent in 1980; by 2020, they are projected 
to be 2.4 percent of the population, and nearly 14 percent of th^ elderly popu- 
lation (up from about 9 percent in 1980). 

B. Economic Characteriatica of the Elderly 
1. Income 

In 1984, the median income of familiea headed by peraona 65 or older waa 
$18,215; the median income of an unrelated individual in the aame age group waa 
$7,296. (There were 9.8 million auch familiea and 7.3 million auch unrelated 
individuala.) IJ Thia comparea to $24,433 for all familiea and $11,204 for all 
unrelated individuals. Data from the 1980 Cenaua of Population and Houaing ahow 
that the caah income of the elderly is lower in esch older age group. 8/ Mar- 
ried couplea with a head aged 65-69 had median Incomea of $18,400, compared to 
$11,200 for those 85 snd over, ^en aged 65 to 69 snd living alone had median 
incomea of $8,200, while thoae 85 and over had inconea of $6,000; the comparable 
figuref for women living along were $6,800 and $5,200, reapectively. In 1983, , 
the after-tax, diapoaable income of elderly householda, adjuated for family aiae. 



7/ U.S. Bureau of the Cenaua. Current Population Reporta. Seriea P-60, 
no. l79. Honey Income and Poverty Statua of Familiea and Peraona in the United 
Statea; 1984 (Advance Data from the March 1985 Current Population Survey). U.S. 
Govt. Print. Off., Waahington, D.C., 1985. p. 12. 

8/ U.S. Bureau of the Cenaua. 1980 Cenaua of Population and Houaing. 
Public* Uae Microdata Sample. Special tabulationa. 
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ciMii cMl %t hMMMUt with H««4t •$•4 50 Co ^c hightr chtii tU 
•tMr te«M«MUf. f/ AMf tM roMgir lU. iM MrclcuUrly Mong cImm vtM 
•rtll oU U cH« mm 4m49, hmIoh aovtrtgt it hightr chtn vtt cht c«i 

Ur c^ tU^U. AC CM 9$m tim. ttrly rtcirtstnc it tn inertttingly comma 



4 t« Nifoffcy Uiot 

1M povorcy rtctt for cht tUtrly hovt thoim t 4rtMCic 4ocliat ovor cN 
looc 2) yoort. U lf$f, cho rovorcy rtct not 35.1 porctnC for cht tldtrly tad 
fcf im cho rtct hod ftlloo CO t2.4 poiCtnc, cht lovotc roct tvtr roeordtd for 
cHoc groo^. U oMiCioo. froa 19t2 Co lfl4. cho povtrcy rtCtt Mong cho tldtrly 
po^ltcioft it gooortl hovo Woo low«r chtn chot« of cht rote of cht popultcion. 
U 12.4 roretM of chott tnd ovor wort poor in coaporioon Co 14.4 por- 

cooc of Cho oftCiro p«puItCion. (In 1904, cho ttciaoctd povorcy chrtthold for 
poroooo yttrt ond ovor wot $4,979. tnd for coo portoo fnallitt vhoot hotd 
wot ytort tnd ovor. ic wtt |«.282.) Thooo oggrtgoct figurtt. howovtr. Mtk 
laporctnc difftrooctt trichio boch cht tldtrly tad cht roaoindtr of cho popult- 
Cioo. Tk9 povorcy rtCt oaong ochtr tdulct (portono 22 Co 64). for txo^lt. 
voo II. I porctoc in I9S4; cho rtCt for Cho tncirt popultcion it infltCod by 
cko vory high rtCtt of povorcy oMog ehildrtn. 10/ 

IHoro oro tpocific groupt Mong cht tldtrly chtc trt tc tubtctncitlly 
grttctr ritk of pevorcy. rovorcy rtCtt inertttt thtrply trich ogt; in 1980. cht 



9/ U.S. iarttu of cho Cnnout. CurrtnC FopultCion UporCt. Sorltt P-23. 
no. 143. Afctr-Tox Nonoy IneoM ItCiMCtt of Houttholdt! 1983. U.S. GovC. 
Print. Off.. Hnohingcon. D.C.. IMS. p. 31. 

- — ^ !fJ5!^ ^wtf SCtCuo of Fmllitt tnd Portont in Cht UniCtd 

SCtCoos 1904. p. 28 tnd p. 31. 
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rtttt vtritd froa 13.6 ptrctnt mmiii thott 63 to 69 to 27.3 p«rctnt MOng thott 
83 tiid ovtr. Woatn htvt rtttt thtt trt two to thrtt tlMt hig' i Mn; woatn 
63 tiiH ovtr htd povtrty rtttt of 34.1 ptrctnt conptrtd to 17.2 ptrcent MOng atn* 
rintUy. tldtrly vho llvt tlont htvt «uch hightr rtttt thtn do ptrtont living 
with t tpoutt or with chiUrtn. Ptoplt tgtd 83 tnd ovtr living tlont in 1980 
htd t povtrty rttt of 36.8 ptrctnt, in contrttt to t rttt of 12 4 ptrctnt aaong 
thott living with t tpoutt. 11^/ In til ctttt, tht povtrty rtttt trt «uch lovtr 
Mong tht young-old (ptrtont 63-74 yttrt of tgt). 

• 

3. Attttt 

In 1979, tht tttttt of tht tldtrly, including tquity in their hoatt tnd «u- 
toaobiltt at vtll* at othar financial attttt, tlto varied by agt group. Routt- 
holdt with haadt agtd 63 to 69 on avtragt htd aort attttt ($89,200) than houtt- 
holdt with htadt 70 and ovtr ($73,800). Tht agt group that will bacoaa tldtrly 
in tht ntxt dtcadt, thott 33 to 64, htd t hightr Itvtl of attttt ($110,200) than 
thtir iMtdiatt ttniort, and alto a hightr Itvtl than youngtr aga groupt ($77,600 
for thott 43 to 34 and $68,300 for thott 33 to 44). 12^^ Beginning with thott 
aged 33 to 64, an incrtating thart of attett art in tha font of hone equity. 
Thit rangtt froa jutt under 40 ptrctnt of attttt among thote agtd 33 to 64 to 
ntarly 30 percent among thote 70. and over. 



11^/ Tht 1980 Centut of Population and Routing. Ibid. 

12/ Torrey, Btrbara Boyle. The Vitible Cottt of the Invitible Aged: Tha 
PltcaF'lmplicationt of the Growth in the Very Old. A paper pretented at the 
annual meeting of the American Attociation for tht Advancement of Science, 
Hay 1984. 
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4, Pu tura Reiourcgg 

A number of tourcet indicate that in the future, the new elderly will have 
increaaingly higher incomea and asaeta. Theae predictiona may have implicationa 
for the ability of the eldeily to finance long-term care. Median income among 
the elderly aa a whole haa been projected to riae (controlling for inflation) 
from 10 to 20 percent from 1980 to 199S (aaauming 1.0 to 1.5 percent average an- 
nual growth in income among the general population). 12/ Under the aame growth 
aasumptiona, income among peraona 55 to 64 ia projected to increaae from between 
15 and 20 percent in the aame period. Aaset levela are even more difficult to 
project, but becauae of the improved hiatorical peraonal economic experiencea of 
the future aged who have lived through the poat-Horld War II proaperity, aome 
anticipate that their levela of resoarcea will be considerably greater than paat 
generationa of elderly. 14/ 

Although the relative well-being (meaaured with income and aaaeta) of the 
future elderly may on average be greater than that of recent generationa of eld- 
erly, there will alao continue to be large differencea among the varioua groupa 
of the elderly. Some of the (differencea will be the aame aa thoae deacribed 
above, baaed either on lifetime differences of individuals or on audden or grad- 
ual changes in family atatua or available sourcea of Income and aasets. Even if 
poverty ratea are aubstantially lower than they currently are, there may be more 
poor elderly than there are now, becauae of the increaaing numbers of elderly 
people. For example, if poverty rates among the elderly drop 20 percent by the 

ly U.S. Bureau of the Census. Current Population Reports. Series P-60, 
no. 122. Illustrative Projections of Money Income Size Distributions for House- 
holds; 1980 to 1995. U.S. Govt. Print. Off., Washington, D.C., 1980. Series C. 
l.O and 1.5 percent growth in household income. 

}4/ Etheredge, Lynn. An Aging Society and the Federal Deficit. Milbank 
Memorial Fund Quarterly/Health and Society^ v. 62, no. 4, 1984. p. 527. 
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yaar 2000, to 10. 0 ptrc«i\t (froa the current 12,4 ptrcent). there would ttill be 
3.5 million poor elderly— coii?>ered to 3.3 million in 1984. If poverty retet 
were to renein conetent, there would be 4.3 million poor elderly in 2000. Theee 
fectort will continue to exert preeeure on public eector long-term cere progreme. 

C, Utilieetion og Inetitutionel end CoMunity-beeed 
Long-Term Cere Bervtcee 

Beeed on the projected growth of the elderly populetion end current utili- 
setion petteme of inetitutionel end community long-term cere eervicee, mejor 
increeeee in the demend for long-term cere cen be enticipeted for the future. 
Todey epproximetely 1.2. million elderly pereoni ere reeidente of nureing homee. 
Thii ii ebout fiv%. percent of the totel elderly populetion. With current util- 
isetion, the Netionel Center Cor Heelth Stetiitici het ettimeted thet the number 
of elderly nureing home reeidente will increete by 58 percent from 1978 to 2003 
vhen conetent mortelity ie eeeuned end by over 115 percent when declining mor- 
telity ie eeeumed. l^f 

The retee of nureing home utilisetion tre most dremetic when broken down by 
ege group. The old-old (those 85 yeere «nd over) show much higher nureing home 
utilisetion retee then their younger counterperte. Ae teble 2 ehowe, for women 
85 yeere end over the rete of nursing home use per 1000 populetion ie 251.5 ee 
compered to only 15.9 Cor Cemeles 65-74, end 80.6 for Cemeles 75-84. A eimiler 
pettern exiets for men, elthbugh their nureing home utilieetion retee ere lower. 



15/ Chenging Kortelity Petterns. Heelth Services Utilisetion end Heelth 
Cere Ejpen^Hturee: United Stetee 1978-2003, Analyticel end Epidemiologicel Studiee 
Seriee 3, no. 23, Netionel Centere for Heelth Stetietice, Depertnent of Heelth end 
Humen Servicee, Pub. No. (PHS) 83-1407, Sept. 1983. p. 20. 
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TABLE 2. Age-Specific Racea of Nuraing Home Utilitation per 1,000 
Population, by Sex 



Ratea per 1,000 population 
Sex and age Nuraing hoiae reaidenta 



Male 

65-74 12.7 

75-84 47.4 

85+ 140.0 

Total 65+ 30.7 

Penal e 

65-74 15.9 

75-84 80.6 

. 85* 251.5 

Total 65+ : 59.7 



Source: Rice, Dorothy and Jacob J. Peldoan. Living Longer in the United 
Statea: Devographic Changea and Health Needa of the Elderly. Milbank Kemorlal 
Pund Quarterly/Health Society, v. 61, no. 3, 1983. Table 6. p. 376. Data are 
frofi the National Nursing Home Survey of 1977. 



Por every peraon 65 year a of age and over reaiding in a nuraing home, there 
are twice aa many peraona living in the conmunity requiring similar levela of' 
care. 16/ The 1979 National Health Interview Survey found that 12 percent of 
the population age 65 and over needed the help of another peraon in carrying out 
everyday activitiea and managed to live in the community deapite chronic diaabll- 
ity. 17/ Preliminary analyais from the 1982 National Long-Term Care Survey found 
approximately 4.6 million non-institutionalised elderly Americana, or 18 percent 



16/ Doty, Pamela, Rorbin Liu, and Joshua Wiener. And Overview of Long-Term 
Care. Health Care Pinancing Review, v. 6, no. 3, spring 1985. p. 70. 

17/ Feller, Barbara. Americans Needing Help to Function at Home. National 
Center for Health Statistics Advance Data, no. 92, Sept. 14, 1983. p. 7. 
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of the ov«r 65 population, htd Ilattttlont in AOLt tnd lAOU. 18/ At dlt- 
cuiied above, Ilaltatlont in AOLt reflect dependence in certain bttic self- 
cere functions tuch as bathingi dressing, eatingi etc*, and linitations in lAOLs 
refer to lover levels of dissbility in the perforaance of a daily routine, in- 
cluding shopping, cooking, and c leaning* ITie 1982 Long-Tera Care Survey found 
that tvo**thirds of the 4*6 aillion disabled non-institutionalised elderly living 
in the cooBunity were aoderately inpaired with one or tvo AOL limitations or only 
lAOL limitationa. About 850 ,000 elderly individuals were residing in the cobbu- 
nity with severe l£mi*tations (five or six AOLs). 

This same prelininsry analysis found that most of these disabled elderly 
received personal assistance in activities of daily living from spouses , chil- 
dren or other informal sources of support* 19/ Of the A«6 million disabled eld- 
erly in the comunity, almost 70 percent relied exclusively on nonpaid sources. 
This finding corresponds to other research that haa estimated that between 60 
and 80 percent of the care received by the impaired elderly is provided by rela- 
tivea end friendli who are not compensated. 20/ 

It should be noted that the aging of the Nation's population has important 
implications for the aveilability of informal family sources of support for long- 
term jsre. Becauae of differences in mortality at all ages, older vomen are much 
more likely to be widowed than older men and are, therefore, at greater risk of 
institutionalization. In 1983, 9.0 percent of men aged 65 to 74 were widowed 



18/ Liu, Korbin, Kenneth Kant on, and Barbara Liu. Home Care Expenses for 
Non-institutionalized Elderly with ADL and lADL Limitations. UnpubltAhed paper, 
Apr. 23, 1985* p* 9* 

19/ Liu, Kanton, and Liu, p* 9* 

20/ Long-Term Care: Background and Future Directions. Health Care Financ- 
ing Administration, Department of Health and Human Services. Jan. 1981, HCFA 
81-20047. 
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in contraac to 39.2 percent of woaan. The difference increeeed with ege: eaong 
pereone 75 end overi 21.7 percent of men end 66*6 percent of woven were widowed. 

In edditioni the ability of children to eupport dieebled parenta may diain- 
iah. Aa the population ageci very old chronically ill parente with children vho 
themaelvea are retired or chronically inpaired become more coonon. 2i_/ Re- 
aearchera have noted thet the probebility of young elderly (aged 65-69) women 
having at leaat one aurviving parent aged 85 or older will more then double over 
the next 60 ye are. 22^/ In add it ion » Increaaed participation by tromen in the la- 
bor force mey alao decreaae the amount of time they can apend on informal care 
jf their relet ivea. Gerontologieta have alao noted the ctrecc experienced by 
certain caretakera who have multiple rolea — participation in the Icbor force and 
caretakera of children aa well aa diaabled relativea. 



21 / Long-Term Care: Background and Future Directiona. p. 12. 

22/ Saldoi Beth J. and Kenneth G. Hanton. Health Statue and Service Needa 
of the Oldeat Old: Current Patterna and Future Trenda. Kilbank Memorial Fund 
Quarterly/Health and SocLety. v. 63. no. 2. spring 1985. p. 310. 
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iii. public sector programs for financing and del ivery of 
longtTERm (^rk services 

Implicit in %ny diacusaion of long-term care policy it the fact that large 
anounta of public dollara currently finance long-terra care aervlcea, and that 
even greater anounta will be apent in the future aa the elderly population, eape- 
cially the very old, increaaes. Aggregated data on apending for all nursing home 
and non-inatitutional long-tern care aervicea under the complete array of Federal, 
State and local programa are not easily available. At least 80 Federal prograaa 
alone asaist persons with long-term care problems, either directly or indirectly 
through caah assistance, in-kind transfers, or the provision of goods and aerv- 
icea. In addition, differences in definitions of services to be included in 
long-terra care and inconsistent reporting scross programa make aggregation of 
expenditure data very difficult. 

However, it is generslly agreed that moat of the public sector'a expendi- 
turea for long-term care aervicea are for nuraing hone or other inatitutional 
care. In 1983, nearly $29 billion waa spent nationally for nursing home care, 
accounting for 8.5 percent of total personal health care expenditures. Almost 
SO percent ($14 billion) of nursing home expenditures was financed by Federal, 
State, and local governmenta. 

By far the largest portion of public expenditures for nursing hone care ia 
financed by the Medicaid program for the poor and medically indigent. In 1983, 
Federal, State, and local Medicaid expenditures for nursing home care amounted 
to $12.4 billion. This represented 43 percent of total national spending on 
nursing home care and 89 percent of public spending for nursing home care in 
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1963. Medicaid* a exptnditurea for nuraing hone care alao reprtaented a aignifi- 
cant portion of total Medicaid apending. In 1983, Medicaid nuraing hove expen- 
diturea amounted to about A3 percent of total Medicaid apending for all health 
aervicea covered under the prograa. In addition, an analyaia of Medicaid expen-' 
diturea found that 27 Statea apent 50 percent or more of their Medicaid budgeta 
on nuraing host cart in 1982. 23/ 

By way of contraat, the Medicare program for the aged and diaabled accounta 
for only a anall portion of the Nation* a expend it urea for nuraing hone care. 
Medicare 'a expenditurea amour ted to $500 million and repreaented leaa than 2 
percent of national apending and 3.6 percent of public apending for nuraing 
home care in 1983. 

Expenditurea for non-institutional conmunitybaaed aervicea are relatively 
email compared to apending for nuraing hone aervicea. Hhereaa nursing .home care 
accounted for about 43 percent of total t edicaid expenditurea for health care 
aervicea in 1983, home health care accounted for only 1.8 percent of total Medi** 
caid apending in that year and amounted to approximately $600 million. In only 
II Statea did home health benefita conatitute more than one percent of total 
Medicaid expenditurea. One State (Nev York) alone accounted for nearly 80 per- 
cent of total Medicaid home health expenditurea. 

Medicare's expenditurea for home health benefits are also a small propor- 
tion of total expenditurea. In 1983, they amounted to $1.5 billion, or 2.7 per- 
cent of total program expenditurea. 

It ahould be noted that while its share remains small, home health care has 
become one of the faateat growing component a of both the Medicare and Medicaid 
budgeta. Between 1974 and 1983, home health care expenditures under Medicsre 



23/ Short-Term Bvsluation of Medicaid: Selected Issues. Depsrtnent of 
Heslth and Human Servicea, Health Care Financing Adminiat ration. Office of Re- 
search and Demonatrationa, no. 84-9. July I, 1984. 
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Increued from $119 ■llllon to $1*5 billion* This represented a 32.5 percent 
annuel conpound rate of growth. Medicaid expenditure! for hoae health also in- 
creased rapidIy-*froB $31 million in 1974 to $600 aillion in 1983, a 39 percent 
annual compound rate of growth* 

While the Medicaid program is the predominant Federal program supporting 
long-term care services, a variety of social service programs provide community- 
based services which may prevent or delay institutionalisation. Chief among 
these are the Social Services Block Grant program and the Older Americans Act. 
While their total resources are small ^n comparison with total Medicaid exp*andi- 
tures devoted to long-term care, in many communities they represent an important 
source of service to the frail elderly or fill gapa in services not met by either 
the Medicare or Medicaid programs. 

Virtually all States provide a number of home and community-based long- 
term care services for diverse client groups, including children, disabled, and 
the elderly, through the Social Services Block Grant (SSBG) program under title 
XX of the Social Security Act. Such services may include homemaker, home 
health aide, chore, and aUult day care services. In some recent years expendi- 
tures for homemaker services alone have repreaented the second or third largest 
service expenditure category under the program* In addition, the increase in 
homemaker service expenditures from 1979 to 1980 (from $391.6 million to $410.9 
million) was attributed to expanded use of funds for the elderly. For FY 1980 
the average number of peraons receiving this service was over 275,000 per 
quarter* Because Federal reporting requirements for services supported by 
the program have been eliminated, more recent national data on total expendi- 
tures and persons served are unavailable* 

Home care, including homemaker, chore, and personal care services, is one 
of the major service categories under title III of the Older Americans Act. 
For FY 1984, it was estimated that the program would iT'ort over two million 
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hooM c«rt vititt to the tldtrly. The Older Anerictnt Act tlto tuthoritet e 
home-del Lvired aeili progria, with $62 niUion ippropriated for FY 1984. An 
ettimated 67 million home-delivered meeli were iirved under luepLcee of the 
program during FY 1984. 

A. Major Federal Progremft Supporting Long-Term Care Servicee 

At noted above, at leaet 80 Federal programi aiiiit pereone with long-term 
cere problemi, either directly or indirectly through caeh eeeietence, in-kind 
traneferi, or provieion of goode and eervicee. Theee programe often respond in 
a manner that it problem-epecific, categoricel in nature, or targeted at speci- 
fic client groupe. For example, certain programe provide heelth eervicee while 
excluding social services; others ere oriented to the elderly to the exclusion 
of the younger disabled. Some programs carry income eligibility requirements, 
others do not. 

This section describes selected Federal programs— Medicaid , Medicare, the 
SSBG, Older Americsns Act, and Supplemental Security Income (SSl) programs — 
which address the health and social eervicee needs of the elderly population. 
Taken together, these programs constitute the msjor focus of Federal financial 
support presently available for both community-based and the institutional long- 
term services. The differing chsracteristics of these programs reflect what 
some observers point out to be the uncoordinated nature of Federal support for 
long-term care services. 

Not discussed here are a host of other Federal programs dealing with 
auch components of the long-term care spectrum ss housing, trsnaportation, tax 
policy as well as services provided through the Veterans Administration (VA). 
It should be noted, however, that numeroua long-term car^ benefits are offered 
to veterans through the VA, including nursing home care, domiciliary care. 
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outpitient cllnici, and adult day health aervicea. aa well aa caah paynenta f jr 
aid and attendance for certain aeverely diaabled veterana. Servicea are offered 
directly by the VA and are alao provided on a contract baaia in non-VA hoapitala 
and comnunity nuraing honea, and on a grant baaia iv. State veterana' home facili- 
tiea. laauea aurrounding the financing and delivery of long-term care aervicea 
to the veteran population are of increaaing concern to the VA because of the 
growing number of older veterana. By the year 2000, approximately two out of 
every three ma lea age 65 or older will be veterana and the VA ia predicting 
dramatic increaaea in the need for and utilisation of varioua long-term case 
aervicea by the veteran population. 

. The dlacuaaion immediately below aummari.^a some of the major differences of 
the Medicaid, Medicare, Social Servicea Block Grant (SSBG), Older Americana Act, 
and SSI programa in their approach to health and social services in general and 
long-term csre in apecific. Thia discusaion ia followed by a more detailed de- 
scription of each of these programa. 

PROGRAM GOALS. Medicaid is the major Federal program financing 
nealth care aervicea tor certain low income peraona. While it 
providea health care benefita, and to a limited degree, medically 
related aocial aervicea, to certain eligible peraona with chronic 
care needa, it ia not deaigned to aupport the full array of long- 
term care aervicea on a ayatematic baaia. Ita principal form of 
aupport for long-term care aervicea ia for nuraing home care. 
Medicare, on the other hand, ia a nationwide health inaurance pro- 
gram for the aged and diaabled and ia intended primarily to ad- 
dreaa acute medical care needa. To the extent that it providea 
coverage for certain long-term care aervicea, it doea so with the 
intent of reducing the need for more intensive and expenaive acute 
care aervicea; the program waa not deaigned to reapond a pacific- 
ally to chronic care needa of the elderly over a auatained period 
of time. The SSBG program ia deaigned to aasiat familiea and in- 
dividual in maintaining aelf-aufficiency and independence; how- 
ever, the program ia generally limited to the proviaion of 
community-baaed aocial aervicea aelected and defined by each State 
and doea not aupport inatitutional care. The Older Americans Act 
18 intended to foster the development of a broadly dei(I:tie<l, com- 
prehenaive and coordinated aging aervice aystem; however, it ia 
limited in ita ability to have a aignificant impact on longr 
term care due to ita amall level reaourcea aa compared to other 
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progrmt. Tht 881 prosraa*t purpose it to provide an incooie floor 
for needy aged.^ind, and dieabled individuala; it providea caeh 
paymenta but not aervicea. 

ADMIN I8TRATI V» AUTHORITY AND FIHANCIHG MECHAWI8MS . The Medicare 
prograa la adainiatered and financed at the Federal level vltli — 
uniform national atandarda. The Medicaid , 88BG , and OlderAmeri- 
cana Act progreM are ahared Pederal*8tate progrema ^rtH Statea 
reaponaible for ivplenentation of Federal legialation and regula- 
tiona. The 881 prograa ia adminiatered by the Federal level but 
allova statea to augment the Federal 881 payaent and thia portion 
of the progr«« say be federally or 8tate-adiainiatered. Ihe Medi- 
"nd Older Aiericana Act prograaa carry apecific raquireSenta 
for 8tatea to aatch Federal funda» vhereaa the 88BG doea not. By 
virture of their atatutory obligationa to benef iciariea, Medicare, 
Medicaid , and 881 repreaent .uncontrollable expenditurea in tne Fed- 
eral budget. In contraat, the total funding available for progreaa 
under the Older Anericana Act ia aubject to an annual linit impoaed 
through the approprlationa proceaa. Although the 88BC ia conaidercd 
an entitlement prograa to 8tatea, it carriea a atatutorily iapoaed 
Federal expenditure ceiling. 

SERVICE BEHBFIT8, DEFINITIONS. AMD STANDARDS . Aa a general rule, 
Medicare and Medicaid provide reiaburaeaent priaarilv for aedical 
and health care aervicea; however, in certain inatancea Medicaid 
reiaburaeaent ia available for aocial aervice coaponenta of health 
care aervicea, e.g., under State optiona for peraonal care or 
adult day care aervice and under hoae and co«unity-baaed waiver 
proviaiona. The SSBG prograa providea reiaburaeaent for aocial 
aervicea only but will provide coverage for aedical care when auch 
care ia "integral but aubordinate" to the provlaion of a aocial 
aervice. Funding under title III of the Older Aiwricana Act ia to 
be uaed for the developnent of a aervice delivery ayatea for older 
peraona, focuaing on aupportive and nutritional aervicea. Recipi* 
enta of SSI receive a caah payaent which ia federally deterained 
biat Statea aay decide how auch and for what purpoae to auppleaent 
the Federal payment. Definitiona for aiailar or coapleaentary 
aervicea vary nong prograaa and aoaetiaea eaong progreaa within a 
aingle State. Certain aer/ice definitiona. are eatabllahed at the 
State level, or at the local level by individual aervice providera. 
Similarly, atandarda for aervicea aay be eatabliahed upon legiala- 
tiv^ apecificationa. 

ELIGIBILITY . Entitlement for Medicare ia generally baaed on So- 
cial Security atatua. ' Eligibility for Medicaid la linked to ac- 
tual or potential receipt of caah aaaiatance under the federally- 
aaaiated Aid to Pamiliea with Dependent Children prograa and the 
SSI program for the aged, blind, and diaabled. The SSBC doea not 
require that applicanta or recipienta meet income eliilETility 
guidellnea, although Statea may aet atandarda. The Older Americana 

prograa prohibita income teating for aeryicea; however, iunda 
under the program auat be directed toward thoae with the greateat 
aocial or econoaic need. Eligibility for the Federal payaent por- 
tion of SSI ia baaed on federally eatabliahed income and aaaet rulea. 
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I. Medic»id— Title XIX of the Social Security Act 



The Hedicsid program is • Federal-Stste metc.ing program providing medical 
aaalatance for certain low-income persona* Bach State adniniatera its own pro- 
gran and, aUbject to Federal guidelinea, determinea eligibility and acope of 
benefits. In general, each S^'ate also determines the psynent rate for aervicea 
provided td Medicaid recipienta. The Federal Government's share of medical ex- 
Y penaea ia tied to a formula baaed upon the per capita income of the State. Aa a 
minimum, the Federal Government will pay 50 percent of the costs of medical care 
this amount rangea up' to 78 percent in the lover per capita income Statea* 

The- Statea vary greatly with regard to services they. include in their plana 
and groupa eligible to receive these services. For example, major long-term 
care services provided under Medicaid include intermediate care facility (ICF) 
services, skilled nursing facility (SNF) aervicea, and home health aervicea* 
Other Medicaid services sometimes associated with the needa of long-term care 
patients include; private nuraing services, clinic services, physical therapy 
and related services, inpatient care for patients 65 yesrs of age or older in 
inatitutions for mental diaeaaes or tuberculosis, inpatient paychiatric aervicea 
for individuals under the age of 21, personal care aervicea at home, and adult 
day health services* However, not all States cover these services equally* In 
addition, Statea may cover certain other home- and community-baaed aervicea 
under special waiver programa reviewed and approved by the Secretary of Health 
and Human Services* 

Medicaid law requirea that Statea cover under their programa the "categori* 
cally needy**— all persons receiving aaaiatance under the Aid to Faoiilies with 
Dependent Children (AFDC) program and most persons receiving aa'siatance under 
the SSI program* States may also cover additional persons as categorically 
needy. These might include persona who would be eligible for cash aaaiatance, 
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•Mpt cMt th%f trt rttUtAtt ill Mdietl ifittitutiont. such •• tkilM nursing 
•r ifittnM4itt« otrt ftoilititt. 

tfi addition to th« ctttgorietlly nt«4y, Ittttt «ty tt thtir option eovtr 
tM *SM4ioolly ntodyi** ^rtoiit i^to ineoM tni rttourett tro Urgo tnough to 
■ovor 4%i\j living MpoMot, oecordiog to ineOM ItvoU tot by tho gttto, but 
Mt lorgo ofiough to fj for aodietl etro. If tht ineoM tnd rotoureot of tho 
*^Mdi€•llr flood/* iAdividuol oro obovt • gttto-prMcribod lovtli tht individual 

' MMt first in«ur o eortoin Mount of atdiefl oxpontt lAieh lownrt tho ineoM 
to tho MdiooUy ntody lovtU (to-eollod '*t^nddo«n'* roquir«nt). Thirty-four 
gtotot ond juriidiotiont oovor tht Mdietlly ntody. At t rttult of Sttto vtrit- 
tiont tuch ot thttti portont vith idtntietl eireuatttneot aty bt tligiblo to 

.roetivt Hodieoid bonofitt in ono gtttt but not in tnothtr; ovon individualt in 
tho tOM gttto «ith tiailor ineOMt aty not bo tqutlly tligiblt for bontfitt 
duo to wtlfort rulot. 

Ohtorvort havo notod thtt Modieaid't aligibility polieiat tnd bonafit ttrue- 
turo havo actually erattod fintncitl ineantivtt to uta nurting hoaat rathtr than 
aaaaunity tarvieaa. In ganarali Hodiatld tupport to tha chronically iapairad' 
aldarly living in tha coaa u oity hto utually. boon quita liaitad. In addition, 
certain aldarly poor «ho ara inaligibla for Hadictid irtiila living in tha coaau- 
nity aay hocoaa aligibla eoca thay tntar t nuraing boaa bacautt tht gttta hat t 
highar incoaa aligibility tttndtrd for nurting hoat ratidantt. Ochart bacoaa 
aligibla for Nadicaid onca thay dapltta thair ratourcat tftar antaring tha nurt- 
ing hoao tt privttaly paying patiantt. Tha 1963 GAO raport on **Hadictid tnd 
Hurting Hoaa Cara** notod ttudiat thoving thtt ont-quartar to two-third t of Hadi- 
eaid patiantt in nurting hoaat initially tnttrad tt privtta paying pttiantt and 
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■ubiaquantly convartad to Medicaid* 24/ Another analyili coBpleted for tha Houaa 
Sf^lact CoBBlttaa on Aging found that in Maasachuaetta 63 percent of elderly par- 
aona egad 66 and older living alone in the conomnity vill deplete their aaaeta 
after only 13 weeka in a nuraing ho««, and for oarried couplea aged 66 years and 
older, 37 percent will do ao vlthin 13 weeke if one epouee requires nursing 
hone cere. 23/ 

In order to allov Stetee to broeden coverege for e range of cooaunity-based 
eervicee end to receive Federel reiabureenent for theee eervicee, Congreee in 
1981 enected nev eothority for the Depertnent of Heelth end Huaan Servicee (DUHS) 
to veive certain of .Mediceid'e requireaente* Specificelly, eection 2176 of tha 
Omnlbua Budget Reconciliation Act of 1981 (P.L. 97-35) authorises the Secretery 
of DHHS to epprove "2176 veivere" for e vsriety of hone and comunlty-bsaed 
eervicee for individuele who, without auch eervicee, would require tha level 
of care provided in e ekilled nursing fscility or interaediate care fecility. 
Under the 2176 euthority, the Bealth Care Finencing Adalnistretion (HCFA), the 
DHHS egency which adalnistere the Hediceid progroa, is sllowed to waive two 
epecific Medicsid requireaents; (1) s requireaent thst Medicsid services be 
evsilsble throughout s Ststs snd (2) e requireaent thet covered services be equel 
in aaount, durstion, snd scope for certsin Medicaid recipients. By allowing the 
Secretery to weive these requiretente, Ststes sre given flexibility to offsr se- 

rsther then in sll geogrsphic Jurisdictions ss would be required absent the 



24/ Medicaid and Nursing Hoae Care: Cost Incresses snd the Need for Serv- 
ices sre Cresting Probleas for the Ststes snd the Elderly. U.S. Genersl Ac- 
counting Office, GAO/IPE-84-1. Oct. 21, 1983. p. 25-26. 

25/ U.S. Congress. House. Select Conmittee on Aging. Aaerica's Elder- 
ly St Ri8k« Pub. No. 99-508, July 1985, Wsshington, D.C. Resesrch snalysis 
coapleted for the Coeaittee by Dr.' Laurence Brsnch, Dr* David Friednan, snd 
Ms. Elinor Socholitsky. 
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ifaivsr, snd to offer seUcttd ttrvicat to certain State-defined individual a 
eligible for Hedicaid eeeietence, including the eged, blind, dieebled, aentelly 
reterdcd, end «entel y ill, rether then offering euch eervicee to ell pereone in 
perticuler groupe* In edditlon, Stetee have been eblc to extend to veiver perti< 
cipente the «ore liberel Mediceid incone eligibility rulee thet mey be epplied t< 
pereone in inetitutione. 

The expended eervicee vhich Stetee ney offer under en epproved veiver in- 
clude nedicel end aedicel-releted eervicee ee veil ee eociel eervicee. Prior to 
the iaplcnentetion of the 2176veiver progrea, Mediceid eervicee eveileble to 
chronicelly ill or dieebled Individuele living in the corjnunity were geuerelly 
reetricted to medicel end medicel-releted eervicee. The veiver euthority ec- 
knowledgee thet e vide veriety of eervicee aey be needed in order to prevent 
or avoid inetitutionelisetion. For thie reeeon, eervicee treditionelly con- 
eidered to be eociel eervicee ere covered in the veiver euthority. Theee in 
elude ceee aanegenent (comnonly underetood to be e eye tern under which reeponei- 
bility for loceting, coordineting, end monitoring e group of eervicee reete 
vith e deeigneted pereon or orgenisetion) , homeneker end chore eervicee, edult 
dey heelth, end reepite cere. 

The edditionel flexibility Congreee euthorised under the veiver ee to 
eervicee, eligibility, end geogrephic ereee to be covered vae quelified by e 
concern ebout the coete of home end connunity-beeed cere to be provided under 
the emendment. Therefore, the lev included e requirement thet Stetee demon- 
etrete thet the coete of eervicee for individuele receiving home end community- 
beeed eervicee not exceed the coet to Mediceid of cere in inetitutione, 

Ae of June 30, 1985, HCFA hed epproved 107 v4ivere in 46 Stetee. For more 
informetion ebout the 2176 veiver progrem, eee CRS vhite peper. Medicaid 2176 
Waivere for Home and Community-Beeed Cere, 85-617 EPU. 
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2. McdicTe— Title XVIII of the Sociil Security Act 

Medicere i« e Pederel heelth ineurence progrta with e unifona eligibility 
•nd benefit structure throughout the United Stetee. The program cover e moet 
individuele entitled to Sociel Security benefits, pereone under 65 entitled 
to Federal disability benefits, and certain individuals with end-stage renal 
disease. Coverage is available to persons without regard to their income or 
assets. 

Medicare is generally not regarded as a program intended to provide support 
for long-term care* 'its coverage is focused primarily on acute care, particu- 
larly hospital and surgical care and accompanying periods of recovery* For ex- 
ample. Medicare covers up to 100 days of skilled nursing facility (SNP) services 
following a hospital stay of at least three consecutive days* The benefit is 
further limited in that the patient must be in need of skilled nursing care on 
a daily basis for treatment relsted to a condition for which he or she was 
hospitalised* The SNP benefit is subject to a daily patient copayment after 
the 20th day of care* The program pays for neither intermediate care facility 
services nor custodial care in a nursing home* 

Medicare does pay for some community-based long-term care services, prima- 
rily home health services. Home health services covered under Medicare include 
the following: 

—part-time or intermittent nursing care provided by, or under the 
supervision of, a registered professional nurse; 

— physical, occupational, or speech therapy; 

—medical social services provided under the direction of a physician; 

—medical supplies and equipment (other than drugs and medicines); 

—medical services provided by an intern or resident enrolled in a 
teaching program in a hospital affiliated or under contract with a 
home health agency; and 
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— part-tlM or Intanilttent aarvlcea provided by a hoaa haalth alda, 
aa paralttad by ragulatlona. 

To qualify for bona bealtb aarvlcaa* tba Madlcara banaflclary muat ba con- 
fined to bla/bar bOM and under tba care of a pbyelclen. In eddltlon, tba par- 
■on Buat be In need of part-tlae or Interalttent akllled nuralng care or pbyalcal 
or apeecb tbarapy* Sarvlcaa auat be provided by a bone bealtb egency certified 
to participate under Medlcere, eccordlng to e plen of treetaent prescribed end 
• reviewed by e pbysldan* There le no etetutory Unit on tbe nuaber of boae 
beeltb vlelte covered under Medlcere. Nor le tbe petlent eubject to any coet- 
eberlngi e*g.| deductlblee or colneurencei for covered boae beeltb eervlcee. 

In eddltlon to tbeae SNF end boae bealtb cere beneflte, Medlcere covere 
e range of long-tera care eervlcee* end eepeclcelly boae care eervlcee, for 
teralnally 111 beneflclerlee. These eervlcee, eutborlsed In 1982 end referred 
to ee Medlcere 'e boeplce benefit, ere evelleble to beneflclerlee vltb e life 
expectency of 6 aontbe or leae. Boeplce cere beneflte Include nurelng cere, 
therapy eervlcee, aedlcal eoclal eervlcee, boae beeltb aide eervlcee, pbyelclen 
eervlcee, couneellng, end ebort-tera Inpetlent cere. For FT 1985, tbe Beeltb' 
Care Flnenclng Adalnletratlon eetlaatea tbet Medicare expendlturee for boeplce 
care will aaount to $15 ailllon. 

3. Social Servlcee Block Grent Prograa— Title XX of tbe Social 
Security Act 

Title XX of tbe Soclel Security Act eutborlzee e block grent to Stetee for 
a vide range of soclel aervlces to dlveree populetlon groups. Including tbe eged, 
dleebled, and children* Stetee are allowed conaldereble dlecretlon In their sup- 
port of aoclel eervlcee ae long es the eervlcee ere etructured to aeet the fol- 
lowing goela of the prograa: achieving or aalntalnlng econoaic self-support 
end self-sufficiency; preventing or reaedylng neglect, ebusc, or exploit et Ion; 
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pravsntlng or raduclng inappropriate InaCltutlontl care by providing for community- 
bM«d cere; and securing referral or admission for inatitutional care vhen other 
foros of care are not appropriate* or providing certain services to individuala 
in ineti tut ions (excluding rooa and Ljard). The SS?.G providee reiabursenent 
for eociel servicee only, but will provide coverege for nedical care vhen such 
cere ie "integrel but eubordinate** to the provision of a social service. 

States receive ellotaente of SSBG funde on the baaie of the State's popule- 
^: tion, vithin e Pederel expenditure ceiling. There are no requireoents for 
uee of title XX funds— Stat ee are provided relative freedom to spend PederaJ. 
eociel service block grant funda on Stete-identified service needs. Legislation 
in the 98th Congress permanently increased the expenditure ceiling to $2.7 
billion, effective in FY 1984; in FY 1985 the appropriation level is $2.7 
billion. 

The title XX program was significantly changed by provisions of P.L. 97-35, 
the Omnibus Budget Reconciliation Act of 1981, effective in FY 1982. Through 
FY 1981, the program contained certain limited requirements regarding the popu* 
lation to be served and the kinds of services to be provided to families and in- 
dividuals. Under provisions of P.L. 97-35, States have been given much more dis- 
cretion in determining the service population and services to be offered. The 
lav eliminated requirements that States expend a portion of funds for velfare 
recipienta, that services be limited to families with incomes belov 115 percent 
of the State median income, and that fees be charged to persons vith specified 
income levels. While previous State planning requirements were lessened, the 
lav continues to require Statea to develop and make public a report on hov funds 
are to be used prior to the State plan period, including information on the types 
of activities to be funded and the characteristics of individuala to be served. 
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The I98I law alto allmlnated State reporting requlrementa; therefore, only 
very limited da*:a are available as to the extent to which title XX auporta 
long-tem care services. According to a DHHS analysis of the States* FY 1985 
pre-expendlture reports under title XX (a report on States* Intended use of funds), 
hone care services, which nay Include homeaaker, chore, and home management serv- 
ices, were to be provided by virtually all States (to adults and children); adult 
day care by 26 States; and adult foster care by 16 States. 

According to data complied by the American Public Welfare Association for 
■a limited number of States, home-based services were provided In 1983 to 11 
percent of- total title XX recipients, or about 307,000 persons of all ages. 
Home-based services accounted for about 14 percent of total expenditures, or 
$555 million (out of a total estimated amount of Federal and State funds of $A 
billion). 26/ It should be noted that these data are for total title XX' re- 
cipients; national data specific to the elderly and disabled population and by 
service are unavailable. 

Although the SSBG represents the major social service program supported by 
the Federal Government, Its ability to support significantly the long-term care 
population Is relatively limited. Because It provides s variety of social serv- 
ices to a diverse population, the program has competing demands. Community care 
programs such as those supported by title XX are minimal when compared to pro- 
grams which support Institutional care. For example. Federal funds available 
for all title XX activities In. 1983 ($2.7 billion) were approximately one-third 
the total Federal nursing home expenditures In that year ($8.1 billion). 



26/ Data were compiled by the American Public Welfare Association under Its 
Voluntary Cooperative Information System under which States voluntarily report ' 
data on their social service programa. Data for recipients are for 32 States 
and expendlicures are for 31 States. Total expenditures Including a combination 
of State and local funds. Federal title XX funds, and other funds for 31 Seates, 
were an estimated $4 billion in 1983. 
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' 4. Th« OldT A— ricant Act 

The Older Anericant Act carries a brosd mandate to improve the lives of 
older persons in the areas of incoae, emotional and physical well*'beins, housing, 
employment; aocial services, civic, cultural, and recreational opportunities. 

The purpose of title III of the Act, which authorises formula grants to 
States for services to older persons, is to foster the development of a compre- 
hensive and coordinated service system for older persons in order to (a) secure 
and maintain maximum independence and dignity in a home environment for older 
persons capable of *self-care; (b) remove individual and social barriers toeco- 
nomic and personal independence for older persons; and (c) provide a continuum 
of care for the vulnerable elderly. Under title III, grants are made to State 
agencies on aging, which in turn award funda to 664 area agencies on aging, to 
plan, coordinate, and advocate for, a comprehensive service system for older 
persons. Title III supports a wide range of supportive services, as well as 
congregate and home-delivered nutrition services. Certain supportive services 
have been given priority by Congress, including in-home services, such as home- 
msker and home health aide, visiting and telephone reassurance, and chore. Bach 
area agency is required to spend a portion of its supportive services allotment 
on these services. Other community-based long-term care services which may be 
provided under title III include case management, assessment, adult day care, 
and respite care, among others. Services uAder the title III program are to be 
provided to older persons withput regard to income, although concentrated on 
thoste with the great eat social or economic need. Older persons are to be given 
the opportunity to contribute to the cost of services, but failure to do so can- 
not be a h&sis for denial of service. 

Unlike the title XX program in which States receive a block aC funds for 
unspecified social services, Congress maMss separate appropriations of title ill 
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fundi for tupportive tervicet, for congregate nutrition service t (in which older 
personi receive mealt and other lervicei in a group letting), and for home- 
delivered nutrition services. States receive allotneuts of these funds accord- 
ing to the number of older persons in the State as compar'id to all States. The 
law gives Ststes and area agencies flexibility to define the supportive services 
to be provided and to transfer funds smong the three service categories. Total 
FY 1985 appropriations for title III are $669 million, with 50 percent, or $336 
million, for congregate nutrition services, snd 40 percent, or $265 million for 
supportive services. Only sbout 10 percent of the Federsl appropristion, or $68 
million, is devoted to home-delivered nutrition services. 27/ 

In-home services clearly represent an expenditure priority for the title 
III program. According to the National Data Base on Aging, in 1984, about one- 
quarter of funds controlled by area agencies (including Older Americans Act 
funda as well as non-Older Americans Act funds) waa directed at in-home serv- 
ices. While a substantial portion of theae funds waa spent on the home--delivered 
meals component, which receives a separate appropriation under the Act, almost 
an equal proportion of the total spent on in-home services was devoted to house- 
keeping, personal care, and chore services. 28/ 

The ability of the Older Americans Act to have a aignificant impact on the 
long-term care system is limited due to its relatively smsll level of resources 
as compared to other programs. However, many State and area agencies have 
made strides to improve long-term care services through coordination activities 



27/ Title III funding also includea appropriations for U.S. Department of 
Agriculture conmodities or cash-in-lieu of commodities; $120.8 million is svail- 
able in FY 1985. 

28/ Data are from a random sample survey of 121 area agencies on aging in 
1984. Supplied by the National Data Base on Aging, a service of the National 
Association of State Units on Aging and the National Association of Area Agen- 
cies on Aging. 
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with hetlth tnd other toe Itl Mrvlce •gcncleti and through th« devalopMiit of 
■ todfl Mrvlca Infrtttruetura for the elderly at the locti level. Soae State 
•genclet on eging htve alto tcted at ctttlyttt to reorgtnlxe conunity-bated 
health end aocltl aervlcet aytteat tt the Sttte and locti levels so to aerve 
■ore effectively the long-^era care populftlon. For exteple* Sttte agencies htve 
developed ctte mantgeaent tnd tttettaent tytteat through area agenciet on tging 
tnd htve tupported tervicet othervlte untvailtble to the frail population* In 
•other ctteti Sttte tgenciet on tging have been given retpontibility for the 
tdminittrttion of t)ie, section 2176 home tnd couunity-based wsiver prograa under 
Medicsid. Although the amount of funding which title III devotes to hone care 
setvices may represent a small fraction of the amount spent for borne heslth 
services under Hedicsre and Medicaid, the title III program has the flexibility 
to fill gsps in services for persons otherwise unserved. Since Older Americsns 
Act services may be provided without the restrictions required under Nedicsre 
end without certain income testa apecified for by Medicaid . in aome cases title 
III funds may be used to aerve persons whose Medicare and Hedicald benefits 
hsve b«en exhausted or who sre ineligible for Hedicsid. 

Although the home'-de liver ed nutrition program receives less Pedersl funding 
than the congregate nutrition program, in recent years States hsve increasingly 
shifted funds from the congregate program to the home-delivered end supportive 
services components. In FY 198A States shifted over $41 million from the con- 
gregate nutrition appropriated amount of $321 million to the other service com- . 
ponents* Reasons cited for this trend include the increasing age of the older 
population and increased demand for home-based services by a more frail and older 
population. A recent evaluation of the Older Americans Act nutrition program 
performed for the Administration on Aging has shown thst recipients of home- 
delivered nutrition services tend to be older, poorer^ snd in worse heslth than 
congregate nutrition psrticipsnts. 
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AnoChar long-tera care activity required under title XXX la the operation 
of a atatevlde long-tera care oabudanan program* Thla authority requlrea State 
agenclea to conduct the following activities: Investigate and reaolve covplalnts 
relating to the health, aafety, velfare, and rights of Institutionalised peraons; 
monitor PedersI, State snd locsl lava, regulations, and pollclea with reapect to 
long-term care faclliclea; provide Information to public agencies regarding prob- 
lems of older persons In long-*term care facllltlea; and eatabllsh procedures for 
sccess to facilities* snd patlenta* ^ecorda. Including protection of the confi- 
dentiality of auch recorda* Ombitdsman activities are to take place not only with 
reapect to pollclea and practlcea of nursing homes but alao sctlvlClea In board- 
ing home a* State agenclea reaponslble for the ombudsman program have created 
sub-State programs to csrry out these activities; In 1984 there were about 400 
sub-State ombudsman programs* In FY 1983, about $12*1 million waa expended for 
ombudsman activities under the Older Americana Act ($8.9 million In Federal 
funds and $3.2 million from State and local funds)* 29/ 

5* Supplements! Security Income Program — Title XVX 
of the Social Security Act 

The Supplemental Security Xhcome (SSX) Is a federally administered Income 
assistance program authorized by title XVI of the Social Security Act* Enacted 
by the 1972' Social Security Amendments and Implemented In 1974, It replaced pre- 
vious programs of State Income, assistance for the aged, blind and disabled* The 
SSX program provides a minimum Income level for aged, blind, and disabled persons 
whose countable Income does not exceed the Federal maximum monthly SSX benefit* 



29/ Data are from Administration on Ajglng testimony at a hearing before the 
House Select Committee on Aging, Sept* 10, 1985. Unpublished hearing record* 
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In 1985 tht Bonthly FtdtrtI SSI b«atfit it $325 for tn individuti tad $A88 for 
• coupit with no othtr incOM. SSI ptjraantt tre Md« to individualt under unl- 
for«, nttionvidt roltt with r«tpect to incoM tnd ■■■•tt, tnd dtfinitiont of 
blindnttt tpd ditubility. In 1985 tn ettimtted 4 alllion individuaU will 
rectivt FtdertI SSI ptyoantt (1.5 alllion tged perfont tnd 2.5 million blind 
or dittbltd pertont)* 30/ 

The SSI progrta elto tllovfl Stetee to tuppleaent the Federel SSI ptyaent 

i, 

/ through pptiontl tuppUBenttl ptyaentt to individuale. All but eight Stetee «nd 
Juritdictiont provijSt, toae fora' of optional Stete ptjaentt. (Theee StetM are 
Arkenttt, Georgit, Kantae, Mlttittippi, the Northern Heriana Itlende, Tennaeeae, 
Texee, end West Virginit.) Bech State deterainee whether it will aake • eup- 
pleaentti ptyaent »*''to vhoai end in whet eaount* These Stete euppUaental pay- 
aentt, tlso paid on a rtguUr aonthly baeit, are intended to euppleaent the 
basic Pedersl SSI paynent for food, shelter, clothing, utilities, sod other 
necessities. Som Ststes provide optional State suppleaentsl payaenta to all 
peraona qualifying for SSI benefita, while othera aay limit payaenta to certain 
State-defined SSI recipienta, or aay extend payaenta to peraona who would be 
eligible for SSI except for exceaa incoae. 

Becauae the Federal SSI payaent aay be inaufficient to cover an individ- 
ual's aervice needs which extend .beyond rooa and board, auch aa non-aedical 
auperviaion or other group living arrangeaenta or peraonal care aervlcea, a aig- 
nificant nuabar of States provide auppleaental payaenta to support selected coa- 
Bunity-based long-tera care services* These services often include supervision 



30/ This number includes persons receiving Federal SSI payaenta and/or 
Federally adalnistered State auppleaentation* 
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of dilly living or other protective houiing lervicei for the mentally retarded, 
chronically mentally ill, or the frail or confused elderly. 

An analyiii of optional State supplemental programs as of January 1965 
shows that 35 States support a diverse range of community-based long term care 
services through their optional State supplementation programs. 31./ Payments 
are made to individuals to support their residence in a variety of housing ar- 
rangements such as adult foster care homes, domiciliary care homes, congregate 
Ci:re facilities, adult residential care homes, and shared homes for adults. In 
addition to providing payments for specialized housing srrangements, some States 
also provide supplemental payments to pay for personal care, home health and 
other home care services for eligible individuals. 

B. Federal Research and Demonstration Initiatives 

Over the Isst decade the Federal Government has supported a wide range of 
research and demonstration activities designed to test new ways of providing and 
coordinating long-term care services ai 11 as to achieve costs savings in the 
provision of care. Federally funded demonstrations have been sponsored princi- 
pally by the Department of Health and Human Services (dHHS), and within DHHS, by 
the Health Care Financing Administration (HCFA) and the Administration on Aging 
(AOA). In some cases, HCFA has waived Medicare or Medicaid service or eligibil- 
ity requirements so that a fuller range of services may be provided to persons 
who %fOuld not ordinarily benefit under the existing programs. 



31/ Information was compiled by CRS from The Sapplemental Security Income 
Program for the Aged, Blind, and Disabled, Characteristics of State Assistance 
Programs for SSI Recipient*-, Social Security Administration, SSA Pub. No. 17-002. 
Jan. 1985. 
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, AeMarch and desonatration projecCa hava ranged from thoaa in which ayatan- 
irida changaa hava bean «ada in the proviaion of comunity aervicea to thoae in 
which the exiating aervice ayatea haa been nodified by the addition of previ-* 
oualy unavailable aervicea. The organiaation, adminiatration, auapicaa, funding 
aource, and aervice packages have differed acroaa demonatration projecta; 
however, certain comon featurea exiat. Many projecta were geared toward the 
developaent of procedurea to provide aaaeaaaent, caae vanageaent, and foUow-tip 
of clienta with long-tene care neede in order to aaaure care in the leaat re- 
atrictive aetting. Multiditciplinary teaaa (generally conpoaed of vedical, 
health, and aocial' aervice profeaaionala) were eatabliahed to accc«ipliah thia 
objective. Moat projecta aiaed to provide or acceaa a range of health and 
health-related aocial aervicea for epecified client groupa, including honenaker, 
home health, chore, hoae-delivered neala, adult day health* and tranaportation. 

Moat of theae projecta have terminated aa Federal deaonatrationa, but «oat 
have been viewed aa precuraora to the 0HH8 National Long-Tena Care Channeling 
Deaonat ration Program funded for the firattiae during FY 1980. Another more 
recent reaearch and demonatration initiative ia the Social /Health Maintenance 
Organicat iona (S/HMO) project. 

1. Rational Long Term Care Channeling Demonatration 

In I9B0, three unite within the Department of Health and Human Servicea, the 
Health Care Financing Adminiatration, the Adminiatration on Aging, and the Office 
of the Aaaiatant Secretary for Planning and Evaluation, initiated the National 
Long-Term Channeling Demonatration. Thia project waa deaigned to test whether a 
carefully managed approach to the proviaion of coomunity-baaed long-term care 
aervicea to a frail elderly population living outaide inatitutiona could help 
control overall long-term care coate while maintaining or improving the well" 
being of ita clienta. 
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Tbt ttr« "ehtnntllni** rtftrt to oritnitationtl ttructurtt md tytttu which 
eeordlnttt ■vtlltbU Ion|-ttr« ctrt rteourctt tnd Mnt|t thtm tfftctlvtly on b«- 
htif of elitntt. Channtllni wts ■icpsetsd to schltvt its tfftctt prlndptlly by 
■ybttitutini Itts cottly cowunlty or Infonal ■■rvlctt for Bort tKptntlvt inati- 
tutiontl etrt. Ttn Itattt rtctlvtd ■ultl-yttr dtaonttrttlon funds, and, of 
Hireh If 83, til Ittttt htd ttr«lntttd tht draonttrttlon phatt. Tht prograa, df- 
^ fiintd with trtttMnt tnd control groups, wm dtvittd to anawar quaationt which 
pravioua dMonatrationa had not totally anawarad, auch aa tha coat of caaa aan- 
agaaant ayataaa and how baat to targat cowinity-baaad aarvicaa on thoaa who 
would otharwiaa b« inatitutionalitad. Othar quaationa to b« anawarad by tha 
daaonat ration includadi Doaa channaling raduca inatitutionalisation and hoapi- 
talitation? la uaa of foraal haalth and aocial aarvlcaa in tha comunity in- 
eraaaad? Do fonul aarvicaa aubatituta for aarvicaa of faailiaa and friinda? 
What iapMt doaa channaling hava on public and privata coata of long-tar« cara, 
on loagavity, iaprovad haalth atatua, and ovarall cliant wall-baing? 

Pinal raaulta of tha daaonatration will not b« availabla until Karch 1966. 
Howtvar, raaulta of a praliainary analyaia of 3,000 aarly anrollaaa in tha pro- 
gram ittdicata that tha daaonat rat ion idantifiad a vary ffail population with 
liaitad incoM liviag in tha coHunity. Of thla aarly aaapla, 32 parcant wara 
incontloant, 22 parcant wara unabla to parfora activitiaa of daily living, and 
81 parcant wara raatrictad in aobility. A larga aajority naadad aaaiatanea in 
praparing aaala, ahopping, and pthar houaakaaping activitiaa. In addition, 37 
parcant of tha aaapla had ineoaa balow $300/aonth. 

2. Social/Haalth Haintananca Organiiation Daaonatration 

In 1980, tha Haalth Cara Financing Adainiatration, DHHS, and privata foun- 
dationa bagan funding tha davplopaant, planning, and operation of tha.S/HHO 
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concept for financing acMti •and long-tana cara larvicaa for an aldarly population 
aligibla for Htdicara and/or Madicaid. Tha 8/KHO concapt buildi upon and ax- 
tandt tha haalth waintananca organisation (HMO) «odal for financing acuta, nadi- 
cal cara larvicai. Spacifically, an HHO of fan haalth inauranca coveraga for 
•ptcific haalth cara larvicaa on a pra-paid, cipitation baaii (tha praniua 
charga for anrollaant) and aithar providaa diractly, or arrangai to hava providtd, 
tha health larvicaa covarad undar tha iniurance contract. Tha HHO ii at riik 
for tha coita of tha aarvicaa it covari; that ii, it will axparianca loaa laval 
of profit or loai on tha baaii.of ita ability to aitinata in advanca ita ravanuaa 
and tha utilisation and coata of larvicaa it providaa. 

Tha luccaaa of conventional WlOi in managing acuta medical cara aervicee 
and cotti luggeitvd the poeeibility of expanding tha concept to include long- 
tarv care lecvicee. Under the three-yeer HCPA 8/HHO daaonetration, four tait 
•itei ecroie the country will eeeume reiponiibility for financing and providing 
a full range of medical and long-tera cara larvicei under a fixed budget which 
ia proipactivaly determined. The four 8/HHO eitei will eerve an elderly popu- 
lation aligibla for Medicare and/or Madicaid. Theae perione will range from 
tha ambulatory wall aged to the impaired elderly. Medicare, Medicaid, and pri- 
vate pramiumi will finance the eervicai. 

Long-term care lervicee covered by S/HHOe will include nureing home eerv- 
icai, home heelth eervicee, homemaker/home haalth aide lervicee, pareonal care, 
edult day cara, reepite care*, and home-delivered meali. Each S/HHO eite will 
have it! own defined long-term care benefit. Eecauie of limited experience 
with long-term care iniurance and utilisation, long-term care eervicei will be 
covered up to a maximum dollar amount per year and will require a copayment. 
tha limit! range from $6,500 per year to $12,000. In addition, S/HMOi will gred- 
uelly aaiume full riik for the utilisation and coite of covered tervicee. 
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Thi four dtoonatratlon ■Itet began providing iirvicei in 198S and will con- 
tinua to do lo through June 1988. An independent cont rector will eveluete ell 
four eitee> In g«nerel, the S/HMO denonetration ie intended to provide inforae- 
tion about the coet ef fectiveneee of providing aervicea in en integreted end men- 
eged ayetem of cere, it4 iapect on the utiliietion of heelth end long-term cere 
eervicee by the elderly, end ite effect on the quelity of cere eveileble to thm 
•ligible populetion. Among the epecific queetione DHHS expecte thie demonetre- 
. tion to addreea are the following! 

* Whether compreheneive long-term cere inaurance can be marketed to e 
aignificant number of elderly; 

* What combination of benefite, eligibility criterie, premium and 
marketing techniquee produce e viable long-term cere ineurence 
Plen; 

* Whether e consolideted, pre-peid eyetem of acute and long-term care 
eervicee cen produce greeter eyetem eavinga than HNOe aerving Medi- 
care benaficieriee with acute cere eervicee only; 

* Whether the new privately financed long-term cere benefite will 
eignificently reduce nuraing home edmleeione and Medicaid "spend- 
down" ; 

* Whether quality of care, eervice continuity and acceee cen be im- 
proved by consolidating acute end long-term care in e eingle man- 
eged system; and 

* Whether informal support (i.e>, care provided by femily members, 
friende and community volunteere) of chronicelly impeired eldere 
ie enhanced in a pre-paid, riek-based, ceee-managed health care 
system offering both acute and long-term care eervicee* 



C. Stete Level Initiativca 



The fragmentation and lack of coordinetion emong major Federal programs 
which support long-term care aervicea have provided the Statee with major imple- 
mentation challenges. The Medicaid, Social Servicea Block Grant, and Older 
Americans Act programa all delegate administration and implementation responsi- 
bility to the States, and, in so doing, require the States to deal with problems 



235 



282 



CR8-38 



inharent in tha diffarant goala of thaaa prograraa, aa vail aa thair varying ili- 
gibility raquirtwanta, aarvica banefita. and reinburaanant policiaa, Tbaaa in- 
pltnantation problama hava alao reaulttd fro« the fact that fragmentation at the 
Padaral level haa bean mirrored in State adminiatration, with major long-term 
care programa being adminiatered by different Stete egenciee. 

Meny Stetee heve reeponded to theee challangee by enecting legieletion end/ 
or creeting initietivee to reorgenite end reetructure benefite offered through 
^ the Pederel progreme. Aleo, eome Stetee heve coneolideted the edminietretion 
of verioue long-term cere progreme in e eingle Stete egency. 

Stete initietivjte to elter end coordinete their long-term cere policiee 
heve been inepired, in pert, by federelly eponeored demonetretion projecte begun 
in the I970e. Poc exemple, demonetretione funded under Hediceid end Medicere 
veiver euthoritiee end the Older Americene Act reeeerch end demonetretion au- 
thor it iee have eerved ee modele for Stete-mandited ceee menegement eyeteme end 
nureing home preedmieeion ecreening progreme. Demonetretion initietivee heve 
eleo eerved ee e teeting ground for new community-beeed eervice modele. Por ex- 
ample, edult dey cere demonetretione which took piece during the I970e encoureged 
Stete end locel egenciee to merge exieting heelth end eociel eervice funde eveil- 
eble under Hediceid, title XX, end the Older Americene Act to creete the now more 
then 1000 edult dey cere progreme in exietence. 

Certein perellel ectivitiee heve been initieted by Stetee without the bene- 
fit of Federel demonetretion funde and without eny chengee in Pederel legiele- 
tion. A number of Stetee heve ettempted to reduce the need for inatitutional 
cere by redirecting exieting Pederel progrem funde or by uelng exieting Pederel 
and complement ery Stete funde in new weye. Por example, the Virginie Stete Medi- 
caid egency operetee e nureing home pre-edmieeion ecreening program through 
local public heelth depertmente for pereone likely to be edmitted to e nureing 
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hoae but whott nttdt could bt tddrttttd through coonunlty-batad tervlcet. Tht 
MatttchuMttt State tiancy on aging hat eatabllthtd comunlty-bated organlia- 
tlont to oanage certain key hoae cart tervlcea for older persona through crta- 
tlvt use of tltlt III Older Aaerlcant Act funds and State funds. The Utah State 



Institutionalised and has developed alternative connunlty-based service plsns 
using psrsonnel of the Stats *s area agencies on aging network. 

The objective of reducing Institutional care costs and diverting potential 
users to other foms of cars has been the Impetus behind such of the Stats ef- 
fort to alter long-tsra.care systens. Despite unclear evidence about the coet- 
effectlveness of substituting various foras of conmunlty-based care for Inst It u-* 
tlonal care, an enomous amount of State effort haa been directed at developing 
conmunlty care options. 

Some of the themee evidenced In State level Initiatives Include the 
following I 

* Control of Institutional access through screening/assessment proce- 
dures . Many Statea have Initiated screening and comprehensive 
medical and social assessment procedures of those "at risk" of 
long-term care services In order to ascertain the most effective 
and least costly care option, given the client's needs. Such 
screening and assessment procedures are generally applied to per- 
sons about to enter a long-term care facility. A review of State 
Hedlcald programs In 1^81 showed that 28 States had mandatory 
preadmission screening programs for Hedlcald patients prior to 
nursing home admlaslon. 32/ 

* Reorganizing access to community services . Some States have de- 
vised projecta aimed at. reorganizing access to community services 
by providing case management services or "gateway" procedures for 
clients. This concept has been developed to overcome problems as- 
sociated with multiple providers and duplication of services that 
have resulted In client confusion as to source of care and unnecea- 



32/ Knowlton, Jackson, Steven Clauser, and James Fatula. Nursing Home 
Pre-Admlsslon Screening: A Review of State Ptograms. Health Care Financing 
Review, v. 3, no. 3, March 1982. p. 78. ^ 
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Mry tdalnlttratlYt costs uong ag^ndss. Ths «v«lUblllty of Msd« 
lc«ld funds undsr ths 2176 hooM snd coMunlty-bassd sarvlcs valvsr 
progrsa ha« rMsntly spurrsd ths dsvsIopMnt of Mny aors cass 
MnagSBsnt systMs but parhaps not on a statsvlds basis. Of ths 95 
2176 walvsr prograoa approvsd as of April 30, 1989, 66 programs 
offarsd cass aanagaaant* 

• Cost control aachanlw * 8om Statss havs sll«inatsd ths uncsr- 
talnty of vlisthsr coaaunlty cars vlll sxossd Institutional cars 
costs by prs-«stabllshlng uppsr cost Halts on such cars; for sx- 
aapls, coaaunlty ears aay b« provldsd only vhsn such cars doss not 
cost aors than a csrtaln parcsntags of Institutional cars. An sx- 
aapls of this concspt Is contalnsd In Mav TorkU Nursing Hoaa 
Without Walls program. This cost control concspt has bssn Incorpo- 
rstsd Into ths Rational Long-Tsra Cars Channallng Daaonstratlon 
prograa «nd Is^ a basic alaaant of ths Medicaid 2176 hoaa and coaau-* 
nlty-basad ssrvlcs walvar prograa. 

• Tax Incsntlvs for dspandsnt cars * Kany Statss psralt favorabls tax 
treataant for faalliss or othsr carstaksrs nho cars for dspandsnt 
oldsr parsons. According to a survsy of ths National Association 

of Stats Units on Aging, 27 Statas and ths District of Coluabla 
havs adopted soaa fora of dspandsnt cars tax crsdlts, gsnsrally ds- 
slgnsd to assist In ths cars of dapandants by adults who ars work- 
ing or seeking work. Of thsss 27 Statss, flvs havs snacted tax 
provisions specifically dsslgnsd to assist carsglvsrs with ths sx- 
penses of caring for older persons. Thsss Statss ars Arlxona, 
Idaho, Iowa, Horth Carolina, and Oregon* 33/ 



33/ National Aasoclatlon of State Units on Aging* State Tax Policy Op- 
tions for the Elderly: A Guide for Aging Advocates. May 1985. Washington, 
D.C. p. 46-47. 



238 



235 

CRS-41 



IV. PRIVATE SECTOR APPROACHES TO PIHANCINC AND DEIIVBRY 01 
LONG-TERM g^RE 

Budgettry conttralntt resulting froa growing Pederal deficits and increaa** 
/' ing expenditures requirtd undnr various entitleoMnt prograas which currently 
finsnce long**terB care have served to shift the focus of the long**tem cars 
debate from refora of Pederal prograas to consideration of private sector 
initiatives which might relieve fiscsl pressures on public prograas and which 
at the asoe tine aay iaprove the elderly *8 ability to finance long-tera care. 
Observers have also noted that the decline in the ratio of workers to retirees 
and the growth in nuabers of the very oldest segoent of the population oay 
have a aarked impact on the ability of public prograas to support long-tsrm 
care in the future. In addition! others point out that the econoaic status of 
future generations of ths elderly aay improve significsntly and that they will 
therefore be able to pay for a larger portion of the cost of certain long-term 
care services. 

The improvement in the economic atstus of certain groups of elderly may 
lead policy-makers to target public sector long-term care programs on ths most 
needy income categories of elderly* while at the same time to encourage various 
private sector financing approaches which could assurs greater protection against 
the cost of long-term care services for those who are .eiatively better off. 
Howeveri at the current timei most elderly do not have the resources to pay 
for the catastrophic expenditures associated with certnin long-term care serv- . 
ices over an extended period of time. For manyi depletion of assets and income 
for the cost of care and subsequent Medicaid eligibility is the only remedy. 
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A nuabtr of prlvata aactor approachaa hava racantly baao auggatftad aa po- 
Cant tally faaalbia altarnatlvaa for financing Iong**tara cara aarvicaa* Thaaa 
ranga from vaya to pool riaka aaaociatad vith long-tarn cara naad through pri- 
Tata inauranca and lifa cara coonunitiaa to convaraion of an alderly hoaaowaar*a 
aquity into a aourca of funda to pay for cara. A diacuaaion of thaaa approachaa 
and thair faaaibility for financing long-tan cara follova. Xt ahould b« notad 
that thaaa privata aactor altarnatiTaa My hava only liaitad applicability for 
thf larga nuabar of aldarly who ara poor or aay ba poor in tha futura* Anothar 
•athod of riak pooHngi tha aocial/haalth Mintananca organlaation. vaa dia- 
cuaaad aV)va in tha aaction on public training and dalivary* Thia raport doaa 
not diacuaa atill other optiona aaggaatad aa faaaibia altarnativaa for enhancing 
tha aldarly *a ability to finance long-tern cere expeneee, including tha verioue 
tex code nodificetione propoeed to encourege feailiee to continue providing 
long-tem cere eervice. 

A. Privete Haelth Ineurance Coverege for Long-Tern Cere 

Aaoog tha privete eactor epproechee receiving increeeed ettention recently 
ee e potential elternetive for finencing long-tem cere earvicae ie private 
health ineurence* Thie elternetive hee been euggeeted not only beceuee of 
growing fiecal conetreinte on public progren expandituree* but nore beeicelly 
beceuee privete ineurence coverege ie currently evalleble for a vide veriety of 
heelth cere earvicae end ceteetrophic illneee, but ganerelly not for long-tetft 
cere eervicee or the ceteetrophic coete eeeocieted vith long-tem cere* 

Bxpendituree for long-tem eervicee* and eepacielly for nureing hone care* 
not only etrain the budgete of public progreae; thay ere eleo e burden on 
privete reeourcee* In 1983| totel netionel nureing hone atpendituree of $29 
billion vere finenced ebout equelly by public progreae ecd privete eourcae of 
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payMiiC. Public prograM flnanc«d $U blllloa of Ch« total and prlvata aourcaa 
$IS billion. Of total prlvata apandlng for nuralng hoa« cara in 1963» only 
two parcant vaa paid by prlvata Inauranca covarage. Nlnaty^-aavan parcant of 
tha total prlvata apandlng for nuralng hoaa cara vaa paid dlractly by tha 
conauaar out"of->pock«t- Iba avaraga annual coat of nuralng hOM cara axcaada 
$20f 000 par yaar» rapraaantlng « cataatrophlc axpandltura bayond tha financial 
reach of aoat aldarly. 34/ 

In addltl6n» prlvata Inauranca covaraga haa baan vlawad aa a faaalbla al- 
tarnatlva bac^uaa of ganeral Intaraat aooog tha aldarly population In purchaalng 
prlvata Inauranca to aupplanant thalr Hadlcara banaflta. Naarly two-thlrd« of 
tha aldarly currantly purchaaa auch "madlgap** pollclea. Whlla thaaa polldaa 
ganarally pay only cartaln deductlbla and colnauranca aaounta for which Hadlcara 
benaflclarlaa ara llabla and. do not covar long-tara cara» tha vldaapraad .Intaraat 
of tha aldarly In thla broadar covaraga auggeata to aoM obaervara that a markat 
for long-tar« cara covaraga can and doea axlat • 

. Furtharaore, avldanca Indlcataa that tha aldarly will hava hlghar incoaaa 
and BBMta In tha futura which will anabla thaa to afford praoluu for covaraga. 
Ona atudy haa aatlaatad that glvan futura Incoaa lavala and growth of panalooa, 
approxioataly 93 parcant of all sarrlad cquplaa at aga 65 and alaoat 60 parcant 
of all alngla" p«raona at that aga would ba abla to purchaaa long-tarm cara In- 
auranca wlth.leaa thanflva parcant of thalr caah Incona by tha yaar 2005. 35/ 



34/ Doty, Uu, and Wlanar, p. 74. 

35/ Private Financing of Long-Tars Carat Currant Hethoda and Heaourcaa. 
ICF, Inc., Final Report Subalttad to the Office of th4 Aaalatant Secretery for 
Planning and Evaluation* Dapartsent of Health and HuMn Sarvlcea, Phaaa 1^ 
Jan. 1964. p. 79. 
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Currently, relatively fev Insurance coapanlea (studlea indicate 16 to 25) 
write long-tetQ care inaurance policiea which are aubstantially aore comprahen- 
aive than atandard aedigap policiea and which go beyond restrictive Medicare 
definitiona for akilled nuraing care to include interaediate and cuatodial care* 
It ia eatiaated that about 50,000 elderly paraona are preaently inaured under 
such plana. 36/ Preaiuaa for aoat of the available policiea incraaae wi':h age 
of initial purchaae. The plana vary by length of tiae benefita are covered, 
waiting perioda before benefita can begin, and the conditiona upon which benefita 
will be paid* Moat plana provide indeanity benefita, paying a fixed aaount* for 
each day of covered service, thereby Halting the inaurera' liability. In addi** 
tion, aoat have utilization controla to further liait an .naurer's liability and 
to protect the ins'urer against unnecessary utilisation of benefita. These in- 
clude asdical screens and physical exaainstions for utiliz^wion pf benefits, 
preexisting condition restrictions, prior hospitalization requireaentSi exclusion 
of aental and nervous disorders, and renewability liaitations. Hoae care 
benefits, especially those related to custodial or personal care, are Included 
in even fewer long-tera care inaurance policiea. Often plana that cover any 
hoae care at all require a prior stay in a skilled nursing facility in order 
to reduce the large potential deaand for hoae care anong the aajority of the 
covered population that has never been institutionalized* 37/ 



36/ Private Financing of Long-Tera Care, p« 12* For a review of plana, 

see also, Meiners, Mark. The State of the Art in Long-Tera Care Znsursnce. 
Long-Term Care Financing and Delivery Syateas; Exploring Soae Alternatives* 

Conference Proceedings* Health Care Financing Adalnistration, Departaent of 
Health and Human Services, Jan. 24, 1985. 

37/ Increaaing Private Finaneing of Long-Tera Care: Opportunities for 

Collaborative Action. SRI International, Aug. 1965. p. 14. 
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A niMibtr of barritrt h«vt bttn cittd at ioipediMntt to tht dtvalopaent of 
ntanintful long-tana c«r« intur«nc« policies. 38/ Traditionally, inaurtra hava 
baan conearnad about the potential for adverae aelection in long-term cere in- 
aurance, where only peraona «ore likely to need cere ectually buy inaurance. 
In addition, inaurera point to the problem of the induced demand for aervicea 
that cen be expected to be genereted by the eveilebility of new long-term cere 
inaurance. With induced demend, individuela decide to uae more aervicee beceuae 
\- they heve inaurance and/or will ahift from non-paid to peid providera for their 
cere. Thia ia eapeeielly criticel in long-term cere with 60 to 80 percent of 
diaabled or impeired peraona receiving home cere aervicaa from family or frienda 
who are not compenaated. 

Still other factora are mentioned ea problema inhibiting the development 
of long-term cere policiea. Many long-term cere aervicaa that ere felt to be 
criticel in enebling frail elderly peraona to remein in their homea ere cuato- 
dial, non-medicel aervicea. Traditionelly theae aervicea, auch ea paraoc^al cere 
homemelier, end nutritionel aervicea are conaidered nonlnaurable beceuae of dif- 
ficulty in confining eligibility to e limited number of people. In eddition, 
obaarvera have noted thet, given the neture of meny chronic conditiona, many 
people who need long-term cere will need it for the remeinder of their livea, 
reaulting in an open-ended liability for the inaurance company. Moreover, 
evidence eicibta that the elderly do not underatend their inaurance coverege or 
their potent iel need for long-term cere. Some elderly believe they ere elready 
adequetely covered for auch aervicea under Medicere while othera think they 



38/ tOng-Term Care: The Chellenge to Society. Heelth Inaurance Aaaocia- 
tion of America, 1984. 
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have covaragfl for long-Carn cars with their purcheaa of a medlgap policy • 39/ 
Tharaforai thay do not danand apecific coverage for long-tent care* 

According to a atudy of the Health Ineuranca Aaaociation of Aaarica (HIAA), 
one of the noat algnificant barriera to the developnent of private inaurance op- 
tiona ia the najor role played by Medicaid in financing long-tem care and espe- 
cially nursing hoae services. According to the HIAA report* Long-Tera Csre > 
The Chsllenge to Society , Medicsid is siready viewed by a«ny as a national cov- 
erage program for long-tara nuraing home care, used by far more than the low 
income population upuplly thought of aa Medicaid 'a primary clienta. In addition* 
the ability of individuala to plan for the tranafer of aaaeta expanda the number 
of 'persons eligible for long-term care benefits under t,he program* According to 
HIAA*s report, public progrsms are viewed as a aafety net providing protection 
against the catastrophic costs of care. The report calla for reduced Hedicaid 
involvement in financing nuraing home care ao that fewer middle income individuala 
can view the program m a viable option for their long-term care needs. 

As noted sbove, the number of long-term care insursnce policies providing 
meaningful protection for the at-risk elderly population is very limited. How- 
ever, recent research suggests that many of the barriers that are commonly 
thought to preclude the development of long-term care insurance are subject to 
resolution by careful policy specification, including limit st ions on number of 
days covered, waiting periods before benefits can begin, and maximum amounts 
payable. 40/ In addition, research has found thst significant reductions in 
annual premium rates could be offered if persons were encouraged to buy at young- 
er ages and to accept longer periods before coverage begins and shorter length 



39/ Meiners, Mark. The Case for Long-Term Care Insurance. Health Affairs, 
V* 2, no. 2, summer 1963* p. 57. 

£0/ Meiners, The Case for Long-Term Care Insurance. 
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of covtrtgt for btntfltt. U/ Othtrt htve tuggttttd thtt allowing faallltt 
to purchtM Protection for thilr •Idarly ptrtntt could Mkt long-t«r« ctrt 
Inturtcijt ■ aort ftMlblt option. Adding tdult children, who htvt ■ auch 
loifer rlfk'of incurring long-term cere expeneee for theaeelveei to the pool of 
the Ineured could expend preaiu* collectlone end et the eeM tlM Mke e 
policy Bore «ffordebl«. The eduit children could pey for the prealuae on behelf 
of their eld«riy reletlvee ee well ee thcaeelvee, but preeuubly they would 
not begin to t^ke cleUe for long-trfra cere eervlcee on their own behelf until 
' eoM future ti^e* 

Kon-tr«dltlonel heelth Ineurence elternetlvee heve eleo been edvenced ee 
vleble option* for long-tera cere flnendng. Som heve euggeeted thet long-tera 
cere eervlcee cm be controlled only In e a«neged cere eyetea, euch ee en HMO. 
The eoclel/HMo deaonetretlon project deecrlbed ebove will provide Inforaetlon 
about the feaeibllity of thle epproech. In eddltlon, eoae heve pointed to tex- 
preferred ceeh eccuauletlon plem , euch ee Individual retirement eccounte (IRAe). 
reeerved for long-tera care coete, ee poeelble approachee to be coneldered. Soae 
heve euggeeted thet c**h eccuauletlon Inetruaente ere perhape aoet epproprlete 
when there la . very high probeblllty thet e pereon will need e eervlce et eoae 
point In tlaa .nd wheo the coete o£ the eervlce era not beyond the aeene of e 
pereon*e llfa-tlaa eevlnge cepeclty. ^/ Boae cere eervlcee alght be e nora 
likely cendideta for thle fora of financing than e long nurelng hone etey. 

It ehould be noted that while Ineurere remain reluctant to enter the aerket 
for long-tera cera Inaurence, Statee, faced with mounting Medlceld nurelng hoaa 



, ^ ilj Mtlnera. Hark. end Gordon Trepnell. Long-Tera Care Ineurences Premluk 
Eatlmetae for Prototype Pollclee. Medlcel Care, v. 22, no. 10, Oct. 1984. 

42/ Incteetlng Prlvete Flnendng of Long-Tern Care: Opportunltlee for 
Collaboratlva Action. SRI International, Aug. 1985. p. 10. 
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•xpendlturMi art axpreaalng Increaalng Intareat in having auch coveraga aora 
widely avallabla. According to the Amarlcan Haalth Care Aeaoclatlon» which ra- 
praaanta nearly 6|000 nuralng hoMa In the country and which la a leading advo- 
cate of private long-tera cere Ineurencei 2A Stetee are currently involved in 
eome ectivlty releted to optione for enhenclng prlvete ineurenca for long-tera 
cere. 43/ Legieleturee in e nuaber of Stetee heve Introduced bille thet irould 
undete long-tera cere Ineurence coverege for group pollclee eold in the Stete. 
In edditlon* the Hatlonel Aieociatlon of Ineurence Connleelonere currently hae 
underwey e study grpup to eeslet State Ineurence coaaieeloners in eveluetlng 
the Increeslng number of requests by inaurere to eeteblleh pollclee. 

B. Life Care or Continuing Cere Retlreaenn Co—unitiee 44/ 

One long-tent care living arrangenent availeble for financing long--teni 
cere ear vices for a limited but potentially growing number of elderly pereone 
is the life cere community. Life cere* elso called continuing care retirement ^ 
communities I ere organizations » usually situated on e cempue-like eettlngi eatab- 
lished to provide housing » meals » housekeeping, and aociel ectivltieei to older 
persons for the duration of their lives* In addition to these basic services » 
life care communities provide a range of long term care services offered on 
the grounde of the facility. 

The distinguishing characteristic &bout life care communities le the guar- 
antee that residents will be provided with a range of aervlces aa long as they 
are residents of the community. Rights and obligatlona of the resident and the 



43/ Lewini Marlon Ein. Report^ in preliminary reaearch findinga on pri- 
vate Insurance for long-term care.. American Enterprise Institutei forthcoming. 

44/ Portions of this section were drawn from a forthcoming CRS report on 
life care communitlee by Evelyn Howard. 
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eommlty art dtriiMd undtr th« ttnu of • lie« c«r« contrtct. lb« lie« c«r« 

eoRtrMt Mt« forth th« ••rvlctt to b« tMtlvtd by th« r««ld«at In •xeh«ns« for 

flnanelal pmymnf, liMludlni m •ntr«ne« C«« and BOnthly ch«rs««. B«c«ut« th« 

llf« c«r« contrMt U lnt«ad«d to provide fln«iicl«I protection «g«ln«t th« futurt 

coat of lons-t«r« c«r« ••rvlett Cor aaeh raaldmt, it My b« vl«wtd In part 

« for« of iMurMMt. 

Lonf-t«r« c«r« ••rvlc«« provided in • I1C« c«r« cowmnlty My loelud* 

•kllM and lnt«rMdl«t« nursing hoM c«r«, ptrtonal c«r«, and otlwr hMlth c«r« 

> 

••rvlcM aiMh hoM nuralngi tad phyalctl. occup«tlon4l, or aptteh th«rnpy. 
Uf« o«r« coowinltlaa My dlfftr In th« uount of prt-^tld nuralng c«r« off«r«d 
undar thm ftm of th« contract. Acute cere end hocpltcl cere crc not provided, 
.end COM C O — u ni tlcc My require the rcddcnt to chcrc In the coct of health/ 
long-tar« care eervlcee they receive froa the cOMunlty. leeldente continue to 
uee Nadleere end/or prlvete Ineurence plene to cover -the coete o( acute and 
long*tar« cere eervlcee. 

Oenerelly reeldente «ho enter life cere coMunltlee ere reletlvely heelthy * 
but ee their heeIth/Ionc-ter« cere neede Increeee, they ere provided with In- 
creaaed eervlcee ee etlpuleted under the teru of the life cere contrect. 

The nuaber of life cere coMualtlee le currently very bmII* TWo Mjor 
etudlee of coMunltlee have provided e range of eetlMtee of the nuabere of coa- 
aunltlee— fcoa ebout 300 to 600. depandlng upon the definition ueed. It le ee- 
tlMted thet there ere et leeet 90.000 pareone reeldlng In neerly 300 eueh fe- 
cllltlee. f|5/ According to the AMrlcen Aaeocletlon of letlred Hreone, the 



45/ Theae eetlMtee ere froa the following eourcee. A 1984 etudy. Con- 
tinuing Care letlreMnt Coaaunltleet An Baplrlcal. Flnendel end Ugal Analyele 
[by] lovard t. Vlnklevoee and Alvya V« Powell eetlMeed thet there were ebout 
275 life cere coaaHAitlee eervlng ebout 90.000 elderly pereona. Another eurvey 
of the life cere loduetry In 1964 by Uventhol and Borwathi eetlMted ebout 600 
conaunltlee. 
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nuabcr of Ufa cars cooDunltlaa doubled in the peet 10 yeere and le expected to 
nora than double in thle decede. A6/ Moet of the life cere fecllltlee in exle- 
tence ere opereted by private, non-profit organliatlons, especlelly religious 
orgenlietlone, elthough there hee been Increeelng Interest on the pert of corps- 
retlone In developing euch fecllltlee. 

In order to geln ecceee to e life cere feclllty, e reeldent le required to 
pey e luap eua entrence fee with aonthly peymente thereefter which ere ueuelly 
^•edjueted for Infletlon. Feee are generelly beeed on the else end type of living 
unit (e«g*i etudlo, one-, two-, or three bedroom epertnent). In eddltlon, feee 
ere beeed on eome ectuerlal aasufflptlone, buch aa life expectency retee and pro- 
jected future heelth care neede. 

Some analyete* have obeerved that the entrence and aonthly fees aay aake 
the life cere comuinlty option Inaccessible to lerge nuabere of elderly. A 
1984 etudy by Laventhol and Korwath of 600 coanunltlee found .itat the range of 
entrence fees wee between $4,000 to over $100,000 depending upon a nuaber of 
factore, euch aa location, else of living unit, end age of feclllty. 47/ Soae 
enelyete, however, dispute the clela that life cere Is only for the relatively 
well-o/f elderly. A etudy of coaaunltlee by Wlnklevoee and Powell Indlcetee 
that although the range of entrence fees le wide, the everage fee Is aoderete« 
According to this survey, the average entrance fee for 275 coaaunltlee In 1981 



46/ American Asaoclatlon of Retired Persons. Netlonal Continuing Care Di- 
rectory, edited by Ann Trueblood Raper. Washington, D.C. , 1984. p* 5* 

47/ Laventhol end Rorwath. Life Care Induetry, 196;, Philadelphia, Pa., 
p. 7. Thle report aakes a distinction between fecllltlee which are "prlnclpelly 
life cere facilities'* and those which are ''oriented toward nursing care." The 
foraer refere to fecllltlee where there ere two or more apartaen'te per nurelng 
care bed, and the letter refere to fecllltlee where there are fewer then two 
apartaenta per nuralng care bed. The renge of fees cited here Include both 
types. 
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«u about $35,000 for on« ptraon and $39,000 for two paraona, with avarage 
■onthly paraanta of $362 and $813, raapacclvaty. 48/ 

Analyata hava pointed out that tha Ufa cara concapt can ba viewtd aa a 
form of long-tar« cara Inauranca in that raaldanca pool their raaourcaa and 
ahara tha rlak of futura coata of long-term cara aarvlcaa. A portion of the en- 
trance feea end monthly feea paid by all reaidenta ia uaed by the commity to 
^ pay for the health and long-tam care coata of a email number of reaidenta need- 
• ing more extenaive care at any given time. Becauae only a email niaber of reai- 
denta would be expected to need intenaive aervicea at a given tima, the feea 
could be conaidered like inauranca premiuma paid by the entire group but uaed by 
only a small group at a given time. In acme caaea, participation in a life care 
. community may be viewed aa a form of income rediatribution when aome portion of 
the feea paid by all reaidenta are uaed to aubaidise the coata of reaidenta who 
can no longer afford to pay for their care. 49/ 

Supportera of. life care comnu'nitiea indicate that thera are a number of ad-* 
vantagea in thia mode of long-term care. Life care communitiea offer continuoua, 
and in large part pre-paid health and aupportive care in a protected aetting 
with peraonal and financial protection againat the coata of future health/long- 
term care needa. Raaidence in auch e conunity may offer increaaed opportuni- 
tiea for reaidenta to maintain their relatively healthy atatua upon entry since 
profeaaional overaight ia available on a regular baaia, aa compared to completely 
independent living in the community vhere older peraona may not actively aeek • 
health promotion opportunltiea. Raaidence in a protective coMuaity which o£- 
fera a range of care aituationa may allay the feara that many elderly face of 



48/ Winklevoaa and Powell, p. 12. 
49/ Winklevoaa and Povell, p. 13, 
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Mklng a sharp transitioil fron their hones to paratntnt retidsnce in a nursing 
hone when they become suddenly disabled* The pooling of health and long'-tern 
cara risks nay reduce the uncertainties of future costs of care, and the care 
provided under the terns of the life cars contract csn supplement coverage of 
acute care provided by Medicare and private health insurance* 

While life cara connunities nay offer an option to some elderly, end even 
increasing nunbars in the decades to come, they ney not be able to serve a 
large proportion of the elderly population in generel* Life cere is not an op- 
tion for the poor elderly or those vith relstively intense pre-existing health/ 
long-tern care needs* The idea of signing over a large portion of accumulated 
assets in one lump sum to en organisation in return for protection against fu- 
ture costs msy not be acceptable to large numbers of elderly persons* Turning 
over essets in such e vey nay elininate inheritances for children* 

While some elderly may not be able to afford the relatively hefty entrance 
fees, analysts have pointed out that the equity older persons have in their 
homes ney be employed for this purpose. The proportion of elderly persons own- 
ing their homes is large and they have substantial equity as a result* Of the 
17*7 million households headed by older persons in 1983, 75 percent were owners* 
In 1980, about 84 percent of older home owners owned their homes free and clear, 
and in 1981 the median value of homes owned by the elderly was $44,000* 50/ 
One study points out that the high level of net hone equity held by the elderly 
ia not held Only by those with higher income* About 65 percent of all elderVy » 
poor, are homeowners, with 22 percent of the poor having more than $50,000 in 



50/ American Association of Retired Persons and the Administration on 
Aging. A Profile of Older Americans: 1984* p* 11. 
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nit hbM •qulty. 51/ Othtr analyttt IndlcAtt that btcautt futurt gtiitratlont 
of •Idfrly will b« bttttr off than thott of tht past, tht eldarly My bt in 
■ort advantagtd petitions to afford this kind of cart In tht futurt. Inflation 
adjutttd ratlrtMnt incoM undtr Social Security coablntd with prlvatt pcntlona 
and ¥lth IRA IncoM aay aakt tha Inflation adjutttd aonthly feet attoclattd 
with lift cart coaaunltlat payablt by Incrtattd nuabert of futurt gtntratlont 
of tldtrly. 

Bxparltnct with Ufa cara coamunltlat It Halted at ara data about thtlr 
tfftct on cottt of organising an Inttgrattd, prt-pald approach to long-ttra cart 
ttrvlct dtllvary. Whllt It hat offtrtd an attractive option to a taall nuaber 
of elderly pereone In the paat» there have been probleas. Soae comnltlee have 
experienced financial probleae due In part to poor actuarial aeeuaptlone about 
the projected longevity of reeldente and their future health care neede, reeult- 
Ing In depletion of funde to cover coete. In view of theee conelderatlone, 
there hae been Intereet on the part of Federal and State offlclale In aore over- 
eight and regulation over the developaent of theee facllltlea in the Intereet 
of coneuaer protection. 52/ 



51^/ Jacobe» Bruce and Wllllaa Weleeert. Bone Equity Financing of Long- 
Tera Care for the Elder ly« Long Tera Care Financing and Delivery Syeteaat 
Explaining Soae Altecnatlvee. Conference Froceedlnge. Health Care Financing 
AdBlnletratlon» Oepartaent tff Health and Ruaan Servlcee. Waehlnston. D.C. 
Jan. 1984. p. 83. 

52/ In 1978» the Federal Trade Coneleelon began Inveetlgatlng aanageaent 
and aarketlng practlcee of eoae life care coaaunltlet. See U.S. Senates Special 
Conaunlty on Aglng» Ufe Care Coaaunltlee: Proaleee and Probleae. S* Hre. 
98-276, Washington* D.C. May 25, 1983. Ae pf August 1985, 13 Statee have en- 
acted statutee to regulate life care comunltlee. 
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C. ' Homt Equity Convtraion 



The search for tlternttive tpprotchet to long-*tenB ctre tervicet htt led 
■omt rasetrchtrt to snslyis the feasibility of using ths single Isrgest sssct 
most oldei' persons hsve — the tquity in their hone. As pointed out in the 
previous section, sbout 73 percent of elderly hesded households sre owner oc- 
cupied, snd in 1980 sbout 84 percent of owners hsd no nortgsge debt* The 
oversll honeownership tquity htld by elderly is substsntisl* It is estinsted 
thst the totsl equity held by elderly homeowners with no mortgsge debt is sbout 
$548 billion* Th^s *flgure msy underestimste the totsl squity svsilsble to the 
elderly since elderly homeowners with some remsining mortgsge debt sre not in- 
cluded. 53/ Some obssrvers believe thst, if converted into s source of cssh, 
homeowner equity could be s tangible mesns of finsncing long-term csre services 
for some tlderly who sre "house rich, but cssh poor*" 

There sre two major types of mortgsge instruaents vhich msy be used to con 

vert equity into income: reverse mortgagee, and aale/leaaeback contracta* 54/ 

* Under the reverae mortgage , the homeowner entcra into a loan agree- 
ment with a tinancial inatitution which usee ths property aa ae- 
curity for the loan* The older peraon retaina ownsrahip righta to 
the home, receivea a regular atream of income baaed on the loan, and 
accumulatea s debt on the loan amount. The loan may be calculated 
ao as not to exceed aome proportion of the property value* When the 
loan becomsa due the owner haa the option to convert the debt into a 
regular firat or second mortgsge, to sell the property to pay off 
the debt, or obtain a new reverae mortgage* The time period for the 



53/ U.S. Congreaa* Senate* Special Committee on Aging* Houae Select* 
Committee on Aging* Home Equity Converaion* Isauea and Options for the 
Elderly Homeowner* Teatimony of Kenneth Beirne, General Deputy Aaaiatant 
Secretary for Policy Development and Reaearch, Department of Houalng and Urban 
Development. Briefing Document. Houae Pub* 99-513. Jan* 28, 1985. Washing- 
ton, D*C* p. 58* 

54 / Reverse mortgsges sre alao aometimea deacribed aa "reverae annuity 
mortgagee" or "loan plana." For further information, aee Converting Home 
Equity Into Income for the Elderly: laauea and Options, by B* Ellington 
Foote, CRS Report No. 84-42. Apt. 5, 1984. 
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r«v«r«« aortagM^ uay raoft froa 7-10 ymrm or for th« rtMlndtr 

of th« ln41vldual« lifttlM dtptnding upon th« ttnM of th« contract. 

• Ond«r th« back contract, tha hOMOVnar aalla tha aquity in 

tha hOM but rataina tha right to raaida thara, uaually for lifa. 
Tha buyar of tha aquity providaa tha aldarly hoaaomiar with a dovn 
payaant and paya tha balanca in ragular aonthly inatallaanta. Tha 
aallir, than, in affact bacoaaa a rantar of tha hoaa which ha/ 
aha foraally ovnad. 

In «iia axtanaiva analyaia of tha potantial for application of hooMOwnar 
aquity toward payMnt of long-tara cara axpanaaa, raaaarchara condudad that 
•'•thara ia avidaoca that a larga proportion of oldar paraona could uaa aoM of 
thair hoM aquity to financa long-tara cara aaada. Thia analyaia ahowad that 
about ona-third to ona-half of all aldarly hoaaownara at high riak of naad for 
hOM cara could financa a portion of hooa cara naada out of hOMOVnar aquity. 
Tha analyaia alao found that hOMOVnar aquity could ba uaad to pay for long-tara 
cara inauranca praaiiwa aa well aa for nuraing hOM cara. 55/ Anothar analyaia 
which raviawad tha potantial for uaa of hoMOWnar aquity to purchaaa privata 
long-tara cara inauranca ahowad that hoaa aquity convaraion could incraaaa tha 
ability of aoaa aldarly hoaaownara to pay for long-tara cara inauranca, but 
cooeludad that ravaraa annuity aortgagaa and aala/laaaaback arrangaaenta do - 
not aaaily. provida for long-tara cara financing. Sinca thaaa arrangaaanta 
provida for payaanta to individuala for longar parioda of tiaa than uaually 
naadad to financa car tain long-tara cara axpanaaa, thay aay not hava wlda ap- 
plication for cartain exponaaa requiring luap auaa of caah over a abort period 
of tiae. Thia report euggeeted that hoaa equity convereion could be acre 



55/ Jacoba, Bruce and Williaa Weieeart. Hoaa Bquity Financing of Long-Tara 
Care for the Elderly. In Long Tera Care Pinanciiig and Delivery Syeteaat Explor- 
ing Soaa Alternativae, Conference Proeeedinge, Health Care Financing Arfainiatra- 
tion. Oepartaant of Health and Huaan Servicee. Haehington, D.C. Jan. 24, 1984; 
It ahould b^ noted that theee findinge were beeed on a aodel of probability of 
uaing hoaa aquity for thia purpoea, not on actual experience aa to application 
of equity toward long-tent care expenaee. 
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uaaful if financial inatitutiona paraitted ownara to uaa thair hoowa aa linaa 
of cradit, aa necaaaary, to pay for long-ters cara expanaaa. 56/ 

Hhila tha idaa of uaing hoaa aquity for paynanta of on-going expenaea of 
tha aldarly- haa appaarad in tha litarature for a nuabar of yaara, tha actual 
nuabar of hona aquity converaion contract a ia vary liaitad (eatiaataa ranga 
froa 300 to AOO contracta at aoat)» Landara in only a handful of Stataa hava 
of farad hoaa equity loana and thaaa loana aay not ba a«da on a regular basia* 
57/ Therefore, the ectuel experience ie relatively aeeger end ite epecific 
application to lOng^tera cere aey be tentetive» 

Thue fer, there eppeere to be e leek of coneuaer deaend* A nuaber of ob- 
•tedee heve been cited ee berriere to the future developaent of theee arrange* 
aente» Many of the elderly aay be reluctent to enter into theae agreeaente be- 
ceuee they wieh to peee on eoae inheritence to their heire. Aleo, even if thie 
atretegy were acre widely evailable, eoae queetion whether the elderly would 
ectuelly uee the funde to pey for long-tera cere aervicea* Other elderly aay 
not perticipete beceuee they aay feel thet aervicee available froa public 
eourcae will be decreeaed if they uee their hone equity. Aleo, they aay feel 
that if they outlive their equity they aay be forced to aove» A nuaber of 
other ieeuee have been raised, including possible deprecietion of hoaee, and 
concern thet the elderly would not receive felr aarket velue for their hoaee 



'56/ ICP Incorporated* Private Financing of Long-Tera Care: Current Keth- 
ode an7 Resources. Phase II. Subaitted to the Office of the Assistant Secretary 
for Planning and Evaluetion, Departaent of Health and Huaan Services, Jan. 1985* 
pp. 25-26. 

57/ According to an infomation paper of the U.S. Senate Speciel Comittee 
on Aging, lendere in the following Statee have offered loenst Arisons, Califor- 
nia, Maine, Mlnneeote, New Jereey, Ohio, Penneylvania, and Wieconain. See U.S. 
Congress. Senate. Speciel Connittee on Aging. lUrning Hbae Equity into Incoae 
for Older Homeowneret An Inforaation Paper. S. Rept. 98-216. July 1984. p. 12. 
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or chtc the Itndtrt «ty deetult on the loene. These ieeuee would require con- 
euner protection aeeeuree. 

There hee been reluctence on the pert of finenciel inetitutione to offer 
theee inetrunente, perticulerly due to the current leek of nortgege ineurence on 
the loene. Aleo, if the elderly homeowner livee beyond hie/her equity, lending 
inetitutione «ey loee money beceuee they mey be reluctent to evict en elderly 
honeowaer when the equity ie exheueted. Pinelly, inetitutione ney not went to 
enter into egreeaente in ceeee where the hose ie not expected to eppreciete. 

Other ieeuee with reepectto the tex iaplicetione of hone equity conver- 
eione reaein to be reeolved. According to the Depertment of Roueing end Urben 
Development (HUD), the itetue of eele/leeeebeck errengeaente under the Internel 
Revenue Servicee (iRS) code ie uncleer. Queetione in need of reeolution in- 
clude the right of the eeller-leeeee to teke edventege of the one-tiae hoaeowner 
cepitel geine exclueion, end the ebility of the purcheeer-leeeor to depreeiete 
the rentel property like other rentel property. 58/ 

In 1983, Congreee required HUD to develop e report evelueting the uee 
of hoae equity convereion aortgegee for the elderly, ircluding the iapect on' 
finenciel* inetitutione, the potentiel for ecceptence of thie concept in the 
privet e aerket, end eny recoaaendetione on the eetebliehaent of e Pederel in- 
eurence progrea for ineuring hoae equity aortgegee. 59/ 

While hoae equity convereion ie not exteneively eveileble, euch errenge- 
aente aey be ettrective to eoae elderly for tergeted long-tera cere expeneee 

58/ U.S. Congreee. Senete Speciel Coaaittee on Aging end Houee Select 
Coniittee on Aging, Hoae Equity Convereion: Ieeuee end Optione for the Elderly 
Hoaeowner. Teetiaony of Kenneth Beirne, p. 59. 

59/ Thie provieion wee included ee pert of P.L*. 98-181, enected Nov. 30,' 
1983. The report wee due in Nov. 1984. Ae of Oct. 1985 the report ie receiving 
HUD cleerence. 
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it Che nirk€t bccine aufflclently developed end loini were devliid to be respon- 
alve to Individual needa. Converaion of home equity into caah to be applied 
toward the down payment for life care facilitiea waa diacuaaed above. Conver- 
aion of home equity to remain in one*a own home may be more attractive in the 
long run than uaing equity to finance a life care facility down payment. Be- 
cauae thia option ellowa houae rich, but caah poor elderly to remain in their 
own homea by drawing upon a ready flow of funda, it may ultimately appeal to 
meny mora peraona then life cere. It mey particularly appeal to thoae with- 
out hcira who would benefit from the aale of the home upon the death of the 
homeowner. Advocatea of thia concept indicate that thia atrategy could gener- 
ate e aignificant amount of funda which, if directed toward payment of long- 
term cara aervic«a paid for by public sector programa , could reduce preaaure 
on theae programa. 
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V. ISSUES TO BE CONSIDERED IN FUTURE PROSPECTS FOR LONG-TERM CARE 



In the past, debate on Federal long-term care policy has focused on s 

number of issues which policy-makers still seek to resolve: how to offer 

, more consistent and adequate protection for long-term care expenses; how to 

strike a balance between institutional and comnunity-based care; and whether 

community-based care Is more cost-effective than institutional care. Whereas 

in the past these issues were discussed principally in the context of propoaals 

to reform Federal programs of support for long-term care, today questions 

arising from these issues are applied as well to a new dimension of the debate; 

the extent to which private sector alternatives, such as private insurance, 

life care coranunltiea, and home equity conversion, can improve the elderly 'a 

ability to finance the long-term care services they need and want. Although 

the debate may have widened to include private sector approaches, it la likely 

that reform of current Federal benefit programa will continue to be an area of 

consideration due to the large Federal investment in long-term care aa well aa 

the large numbers of elderly who depend upon these programa for assistance. 

Some of the quest iona to be reviewed in the future may include the following: 

What are appropriate roles for public programs and private 
aector options to play in the financing of long-term care? 
Can comprehensive long-term care coverage be provided with- 
out public mandate and/or subsidy? For example, the health 
insurance industry, has been reluctant to offer comprehen- 
sive long-term care coverage, suggesting that adverse 
selection and induced demand for aervices will result in 
an insufficient pool of premium income to cover anticipated 
expenditures. What measures are neceaaary to obtain an 
adequate population base for long-term care insurance cover- ' 
ag» that is affordable? Is some kind of public mandate 
required? 

' * Even if the economic status of future generations of the 
elderly improves significantly, it is likely that they will 
continue to have differentiated needa and abilities to pay 
for long-term care? How ahould public programs and pri- 
vate sector options respond to the needs of a diverae popu- 
lation? How can they moat suitably complement each other? 
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Can private sector alternatives begin to Improve the ability 
of the elderly to finance their own long-terra care expenses 
without reform of Federal programs of support? Currently 
many elderly persons have no other choice but to incur sizable 
out-of-pocket expenditures for long-term care, depleting their 
incomes and assets to become eligible for Medicaid's nursing 
home benefit. For these persons, Medicaid offers protection 
of the last resort. Others have pointed out that Medicaid is 
used by far more than a low-income population and that many 
middle income individuals are transferring their assets to 
relatives in 'order to qualify for Medicaid's nursing home 
benefit before actually incurring catastrophic long-term care 
expenditures. The Health Insursnce Association of America 
has suggested reducing Medicaid's involvement in the financing 
of nursing home care so that fewer middle income individuals 
can use &he program as a viable option for their long-term 
care needs. However » little is known about the number o*^ 
persons who actually transfer assets in order to qualify :or 
Medicaid's nursing home benefit. Out-of-pocket expenditures 
for nursing home care^ on the other hand, amount to half of 
total national expenditures and are this high because private 
sector coverage is very limited and elderly persons must de- 
plete their incomes and assets. Given these considerations , 
how should reform of public programs proceed? 

Public programs and limited private insurance currently pro- 
vide more support for institutional forms of long-term care 
than for community-based care* Uncertainty about the costs 
of expanded community-based care has inhibited the broadening 
of coverage for these services. There appears to be consensus , 
however, that regardless of the cost of community-based serv- 
ices a's compared to institutional care« community care is the 
more desirable option for most persons with chronic disabili- 
ties. Despite the prevalence of chro;iic conditions, most older 
persons are in reasonably good health and most chronically ill 
persons want to be as self-sufficient and independent as possi- 
ble. There is also substantial evidence that family members 
would prefer to continue providing support services if some form 
of assistance were available to make their continued efforts 
possible* What kinds of controls must be in place for home care 
coverage to be more extensively included in public or private fi-* 
nancing programs for long-term care? Can expanded home care 
covo.rage be included only in a managed care setting much as a 
social/health maintenance organisation or life care community? 
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[Whereupon, at 1:10 p.m., the Bubcommittee was adjourned sub- 
ject to the call of the Chair.] 
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ALZHEIMER'S DISEASE AND RELATED 
DISORDERS 



MONDAY, JANUARY 27, 1986 

Ho use of Representatives, 
Committee on Energy and Commerce, 

SUBCOMMriTEE ON HEALTH AND ENVIRONMENT, 

Palm Harbor, FL. 

The subcommittee met, pursuant to call, at 10 am in the 
chapel, St. Mark Village, 2655 Nebraska Avenue, Palm Harbor, FL. 
Hon. Henry A. Waxnian (chairman) presiding. 

Mr. Waxman. The meeting will please come to order. 

I would like to welcome everyone here today for this official 
hearing of the House Subcommittee on Health and the Environ- 
ment, which w a subcommittee of the Energy and Commerce Com- 
mittee. I wish to thank Congressman BUirakis for inviting us to 
this hearing on Alzheimer's disease. 

Today's hearing is on aging and Alzheimer's disease, on support 
groups and copmg, and on famUies and frustration. Two and a half 
years ago our subcommittee held its first hearing on Alzheimer's 
disease and related disorders. We heard from families and physi- 
cians about the tragic results of the disease. And we heard from 
researchers and caretakers about lack of knowledge regarding the 
caiMe, cure, or costs. We learned what was being done for patients 
and what work remained. We came away from that hearing con- 
vinced of the magnitude of the problem and committed to s^king 
solutions. " 

TVo and a half years later, much of the information provided at 
that Washmgton heanng has become common knowledge. Symp- 
toms of the condition have become well known: foi«etftilness, dis- 
orientation, and restlessness. And so have its consequences: Alzhei- 
mer s disease means progressive disability for victuns and despair 
and in many cases, financial destruction for families as they watch 
their loved one sup away. 

Some progress has been made since the subcommittee first met 
on the issue. Because of our efforts, the National Institutes of 
Health are fiindmg research projects at 10 Alzheimer's disease cen- 
ters throughout the country. In years ahead this reseaich could 
lead to the discovery of both the cause and cure of Alzheimer's. 

Yet, while research on causes and cures continues, the clinical 
needs of current patients and their families cannot be forgotten. 
For them, the causes and potential cures for this devastating dis- 
ease are irrelevant. They need help now. 

(257) 



260 



So whllt W9 await the research breakthroutfha, work must still 
be done to secure ftindinf for services for Alsheimer's disease vic- 
tims and their families. Most of America's 2 million Alsheimer's 
patients and their families simply cannot pay for the services that 
are required. 

And little help is available. Like all long-term care services, 
those to address the needs of Alsheimer's patients are not ade- 
quately covered by either private or public programs. 

For those who can afford private health insurance, limited serv- 
ices are given. Public financing offers almost nothing. 

Medicare does not pay. Medicaid requires impoverishment before 
benefits are available. And social service prosrams continue to be 
slashed. The flrail and vulnerable, the conftiseo and disoriented, are 
left behind to cope as best thev can. 

Sudi callousness is wrong. Such policies are wrong. It is wrong to 
rsstrict coverage for services that are appropriate. It is wrong to 
cut the few pronams that do offer some assistance. And it is wrong 
to force thoee who need help to go broke in order to get it. 

It is frustrating for all or us— victims, families and polipymakers 
alike— that more p r opess has not been achieved in resolvuig these 
issues over the last 214 years. So we come here today with a re- 
newed sense of the problems of an even greater commitment to 
find the answers. We need your help to do that— those of you who 
are going to partidpato in this hearing today— and we need it now 
more than ever before. 

I want to call upon my colleague, Mr. Bilirakis, to make an open- 
ing statement at this hearing. But I first of all, I want to make a 
note of the fact that we have a statement submitted for the record 
1^ Congressman Roybal, who is the chainnan of tiie Select Com- 
mittee on Affing, and another one by Congressman Pepper, who is 
the former diainnan of the Select dommittee on Aging. And with- 
out objection we will enter their statements in the record at this 
time. 

[Statements of Representatives Roybal and Pepper follow:] 

Statimint or Bdwabd R. Rotbal, Chaibman, Houn Siucr OoMnrrm on Aoing 

It it with dt p w t regiet that I mm unaUt to MitidiMitt in toda/t moit critical 
hearing at I hava baan ibtcad to ratiam horaa to Loa Angalaa. Howavar, I want you 
to know that tha GAi againat Alahaimar't diaaa a a and the tramandoua burden it 
pktoea on milUona or Amancana ia ona to which I am deeply and perMnally commit- 
ted. Unlbrtunataty, it ia a fight wa have only Juat begun. 

Portunataty, the fight haa a midor ally in the parKm of the chairman of the aub- 
oommittee on health and the enwonment, Heniy Wazman. I can aeaure you that 
he and I have much in common* whether it be a conmiitment to the health of all 
Americana or tha common home baae of Loa Angalea. TodiQr we ahare another 
common bond— a commitment to helping the victima of Alahaimar'a d ia a aa a* 

In the difficult battlea ahead, we are truly fortunate to have another atrong ally 
and your R apr ee en t at ive, Mike RiHrakie. Mike ia a long-time friend, former member 
of the A^ng Ooounittee* and a ownmitttd partner in of our effort againat Althei- 
mer'a. 

How to care for the victima of Alaheimer'a diaeaae and related diaordaia is an im- 
portant iaaua Juat bacauae ao many people auffer finom theee d ii e ae e a . The ieaue be- 
cornea even more important when you conaidar that the coat of their care to families 
and the Nation ia more than 20 billion dollars annually. Though the financial coat is 
great the greateat tragedy is still the human cost for the victuna and their families. 

Tooay you will be haarmg teatimony from thoee who moat immediately suffer the 
pain of caring for a fothar, a mother, or a apouae who auffars from these dreaded 
aiaaaass. Every day theee family members deeiB rv e our deepest reepect and appreda- 
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tion for having shouldered this heavy burden. Today they deserve our admiration 
again as they share their experiences in caring for a fai.iily member afllicted by 
these deadly diseases. 

However, Congress must go beyond simply understanding this enormous tragedy 
to take immediate, additional action. I am convinced that Alzheimer^s is an excep- 
tional disease which requires exceptional handling by the Congress this year, in 
1986, we spent only 48 million dollars on AlzheimePc related research. With the ex- 
ception of Medicaid, virtually nothing is being done to help the victim or the fami- 
lies. 

Though 1986 is known as the year of '"Oramm-Rudman," Alzheimer's disease 
clearly demrnds special attention. In my own "CARE" Bill (H.R. 2280), I am propos- 
ing a substantial step forward in f\inding for research and a beginning step in sup- 
port for the families. Fortunately, there are also other importont pieces of Alzhei- 
mer s leirislation which should be considered. One is a bill by Mike Bilirakis. An- 
other bin is by Representative Gaude Pepper, my esteemed predecessor as chair- 
man of the Aging Committee and the current chairman of the Rules Committee. 
Both of their bills deserve support as well. 

Again I want to express my great appreciation to Chairman Waxman for holding 
this hearing today. I look forward to his return to Washington where all of us can 
assist him in his effort to enact a significant and supportive piece of Alzheimer's 
legislation. 



Statkmbnt of Hon. Claude Pepper, Chairman, SuBcoMMnTSE on Health and 
Long-Term Care, House Select CoMMrrrEB on Aoino 

Good morning, Mr. Chairman, Mr. Bili.akis, and other guests. I wish I would be 
with you for your hearing on one of the most important issues facing today's elder- 
ly, and those who will grow old in the f\iture, Alzheimer's disease.! want to com- 
mend the subcommittee on Health and the Environment for holding this hearing 
today. I know it will be an interesting and informative session. 

I also applaud mv distinguished colleague from Florida, Mr. Bilirakis, who is an 
active member of the Aging Committee, too. He has devoted considerable energy to 
seeking relief for Alzheimer's victims and their families. 

Alzheimer's disease was barely known outside medical circles 20 years ago, but 
today we recognize it as one of the cruelest and most widespread of illnesses. By 
progressively causing its victims' brains to degenerate, Alzheimer's Disease deper- 
sonidizes them, robbing them of their humanity, their emotions, and their ability to 
think. 

I'm pleased to sav that Alzheimer's research protects are being conducted in some 
of the greatest medical and scientific institutions In America. Of course, we have a 
long way to go but progress can be seen. I do hope with all my heart that the cure 
for that monster, Alzheimer's disease, will be found in the near Aiture. 

In the meantime, an estimated 1.2 to 4 million Americans currently suffering 
with Alzheimer's disease cry out for help nowl What can we do to alleviate the 
sorrow and suffering of those individuals and their families? 

Nowhere in our society are individuals left to unassisted and exposed to the haz- 
ards of a catastrophic illness as are the victims of Alzheimer's disease. Federal cov- 
er^ under Medicare and veterans' health programs is minimal. Private assistance 
and other health insurance policies are almost non-existent. 

Mr. Bilirakis has introduced two bills to improve the situation, H.R. 66 and H.R. 
67. These would create family support groups for Alzheimer's victims and establish 
a Medicare demonstration project for treatment of Aliheimer's. 

I share his goals and have myself introduced legislation, H.R. 524, to create 20 
regional centers for the treatment of Alzheimer's disease and similar disorders. 

I know that Mr. Waxman and Mr. Bilirakis believe, as I do, that the time has 
come to recognize and begin to address the enormous problem of Al^eimer's dis- 
ease. 

I look forward to reading the proceedings of this important hearing. 

Mr. Waxman. The reason we are here is because of Congressman 
Bilirakis, who has shown such great leadership in this whole area 
of Alzheimer's disease and aging problems. I think he and I are 
among the few members of both the Select Committee on Aging 
and the health l^^ative committee which is our Health Subcom- 
mittee. 
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The Aging Committee ib looking at options, is looking at ways to 
deal with this problem, and is giving us ideas. But when l^slation 
is acted upon, it will have to go through our committee. (Congress- 
man Bilirakis has shown leadership and commitment to trying to 
find some solutions, some answers to this very difficult problem. 

He has introduced legislation which is before our committee and 
I am pleased to ioin with him in attending this field hearing today 
so that we can develop a record of the testimony that we'll be able 
to share with our colleagues in Washington as we try tc move legis- 
lation along. 

Mr. Bilirakis. 

Mr. BiURAKis. Thank you Mr. Chairman. Ladies and gentlemen, 
good morning. 

I wish to express my sincere gratitude and appreciation to my 
distinguished chairman. Congressman Henry Waxman of Cidifor- 
nia, for agreeing to come to our district so that we can discuss the 
issues of long^ term care and Alzheimer's disease. I want to com- 
mend my chairman, for without the compassion, concern and fore- 
sight that he has exhibited progress would be a long time coming. 

I also want to take a moment to thank our generous hosts here 
at St. Mark and this morning's witnesses. They have all demon- 
strated a great deal of concern and commitment. And I would also 
like to thank Mr. Joe Kutner and Mr. Ed Geasa for their invalu- 
able assistance. 

Mr. Chairman, ladies and gentlemen, let us begin by looking at 
the facts. Long-term care refers to health and social services that 
are provided to the chronically ill and functionally impaired. An 
estimated 6.6 million Americans age 66 and older need long-term 
care todav. What is more, as the baby boom generation ages and 
individuals live longer the desire and need for long-term care will 
become even greater. 

In fact, it is projected that the number of elderly in need of long- 
term care will increase to 9.3 million bv the year 2000, to 12.9 mil- 
lion by 2020 and to almost 19 million by 2040. As individuals live 
longer they become more susceptible to developing chronic health 
conditions that require medical assistance over extended periods of 
time. 

Care for debilitating chronic conditions, or long-term care, is not 
covered by Medicare. Long-term care is expensive and can rapidly 
deplete a lifetime savings. In fact, studies conclude that nearly two- 
thirds of the persons who enter nursing homes become impover- 
ished in just over 3 months. 

This statistic is, I am sure you will agree, truly shocking and 
frightening. Long-term care financing is one of the most serious 
challenges confronting our society. The elderly and their families 
have few alternatives for reducing their out-of-pocket expenditures 
for long-term care. 

Most elderly lack the financial resources to pay for such care and 
private insurance is virtuallsr nonexistent. Medicaid, which pays for 
the health care of the financially needy, has become the only mech- 
anism for financing long-term care. The Medicaid program^ howev- 
er, primarilv covers services rendered in institutional settings, 
rather than home or community-based services. 
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Furthermore, it poses an additional problem in that one must 
become impoverished, as our chairman has indicated, in order to 
become eligible. Yet, unless financing mechanisms change, more 
pressure will be brought to bear on the program. Medicaid alone 
cannot shoulder the burden of long-term care. The demand for al- 
ternatives will, no doubt, continue to grow as the population con- 
tinues to age. 

Solving the problems of financing long-term care and efficiently 
providing long-term care services will require innovation and the 
cooperation of everyone affected: Government, health care provid- 
ers, health insurance companies and consumers. 

Among the debilitating health conditions requiring long-term 
care today, as you know, is Alzheimer's disease, and it has certain- 
ly got to rank among the most prevalent and severe. 

The fact is that this deadly mental disorder currently claims 2^ 
million Americans and has the sad distinction of being the fourth 
leading cause of death among our elderly. The deadly illness has 
been known to take as long as 20 years to run its course, eventual- 
ly leaving its victim unable to recognize his family or perform even 
the most basic daily Ainctions. 

As many of you are probably aware, I have had a great interest 
in the area of Alzheimer's disease since first being elected to Con- 
gress and have introduced the Alzheimer's relief package in order 
to assist the victims of Alzheimer's disease and their fainilies. The 
package consists of two bills— H.R. 66 and H.R. 67— which are in- 
tended to provide emotional and financial assistance to the millions 
of Alzheimer's victims and the affected families. 

I am pleased to report that H.R. 66, which calls for the Secretary 
of Health and Human Services, through NIMH and the Adminis- 
tration on Aging, to promote the establishment of a national net- 
work of family support groups in university medical centers and in 
other appropriate health care faclities receiving Federal ftinds, has 
been passed by the Energy and Commerce Committee, thanks to 
the help of the chairman, Mr. Waxman, and is awaiting passage by 
the ftill House. 

The second bill in the Alzheimer's relief package, H.R. 67, is the 
Alzheimer's demonstration projects for Medicare bill. Tlie purpose 
of this l^^lation is to create 10, 1-year demonstration projects to 
determine the feasibility of Medicare assistance for Alzheimer's 
disease. 

The need, my friends and neighbors, for financial assistance for 
victims of Alzheimer's disease and their families cannot be stressed 
strongly enough. The exhorbitant costs of nursing home caro today, 
some as high as $16,000 or better a year, coupled with the lengthy 
duration of this illness clearly illustrates how Alzheimer's disease 
can easily financially devastate entire families. 

Hearings such as this one are important in that they bring to- 
gether the different parties, legislators, health care providers, and 
so forth, that are in a position to effect changes in current policy. I 
am hopeftil that today's meeting of our Health and Environment 
Subcommittee will help us find some solutions to addressing the 
long term care needs of our elderly. 
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Enough from me, however. I am certain that everyone is anx- 
iously awaiting the testimony of our distinguished witnesses, so I 
will not delay any longer. Thank you, Mr. Chairman. 

Mr. Waxman. Thank you, Mr. Bilirakis. We have a lengthy list 
of people that we want to hear from today and, after that, Mr. Bili- 
rakis has asked us if we would hold the record open and have an 
opportunity for people to get up and make any comments they 
wish, who are here in the audience. 

Because we have a long schedule of witnesses we are going to 
have to ask each person who is going to testify to be a few minutes, 
2, 3, 4 minutes, no more than 5 minutes in length for their testimo- 
ny. 

We will have a chance for questions and answers and then com- 
plete the hearing today. I might just mention the fact that Mr. Bili- 
rakis mentioned the bill he introduced which would set up the Alz- 
heimer's family support groups in institutions. 

It has passed our committee and, as a matter of fact, one of the 
reasons we will have to curtail the hearing this afternoon is we 
have to bring that bill on the floor this week. I did not know if you 
were aware of that, but we are going to bring it to the House floor 
and we hope it will pass then through the House and get the 
Senate to go along with it as well. 

Our first panel is a group of very special people. Each of them 
has felt the pain, the frustration, that accompanies Aldieimer's be- 
cause each one of them has had to live with or take care of a 
victim of this disease. They all have first hand knowledge of what 
this disease does to individuals and to families. 

I would like to ask them now to come up to our witness teble and 
simply tell us a little about their experience with Alzheimer's. Mrs. 
DeeAnn Foster comes from Clearwater. Mr. James Kelly is from 
Palm Harbor. From Tampa, we'll be hearing from Mrs. Ada Pyles 
and Mrs. Delia Cury. And finally, we have Mr. Max Fatten from 
Safety Harbor. 

Would you please come forward and take a seat? We would ap- 
preciate it. I want to thank each one of you for coming to our hear- 
ing today. It is important, as you are aware, but I want to empha- 
size it, that we as Congressmen hear about your personal experi- 
ences. It is important not just for the two of us, but for all of tliose 
members of Congress that we are going to share your testimony 
with. Your thoughts and comments are really very helpfUl and 
they are going to be helpful in trying to shape Federal health poli- 
cies that will meet the needs in the most cost effective way. 

I know that some of you have prepared statements for today's 
hearing. Those statements will be put into the record. 

For now, what we want each of you to do is to take a few min- 
utes to summarize your thoughts and then we will have some ques- 
tions for you. 

Mrs. Foster, why don't we start with you. If you'll pass the 
mike — I hope it will reach, if not maybe we can trade seats during 
the time of testimony. Your full statements are going to be part of 
the record so if you have a written statement we will have that all 
in the record. 
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STATEMENTS OP DEEANN FOSTER, CLEARWATER; JAMES G. 
KELLY, PALM HARBOR; ADA PYLES, TAMPA; MAX PATTON, 
SAFETY HARBOR; AND DELLA CURY, TAMPA 

Ms. Foster. My name is DeeAnn Foster. I am a professional 
guardian and member of the Guardian Association with Pinellas 
County. At this time I am taking care of 22 wards, 6 of which are 
confirmed Alzheimer's disease. 

The first thing I do when I take a case. Health & Investigation 
has usually investigated the case and they will very often give me 
an idea that Alzheimer's is suspected. I try at this time to get CAT 
scans so that we actually know what we are deiding with. It is veiy 
important,^ right at the beginning, to know if we are dealing with 
Alzheimer's because it will affect every decision being made in 
behalf of this ward. 

I have been helped a great deal by Community Care for the El- 
derly which is a State and private donation. I am often able to 
keep the wards in their own homes for a period of time with the 
help of these agencies. Meals on Wheeb is often a great help. How- 
ever, Alzheimer's patients are not easy to work with. 

They are belligerent and very frightful people. As I have found 
them to have been hardworking, usually in one career choice their 
whole lives, have contributed generously to society and, therefore, 
their pride and independence is veiy important to them. 

So it is a very hard thing to get them to accept outside help. 
Among— all of mine are beyond the 65 year age limit usually by 
the time I get them, so they have had the disease for many, many 
years. Placing them is a big problem. Few congregate living facili- 
ties are prepa/ed to deal with the specialized care of the Alzhei- 
mer s patient. 

Even our nursing homes have trouble dealing with a hands-on 
situation. Where there is money available we put extra help in 
with them. For instance, yesterday morning a man in a nuraing 
home, we had to insert a food tube into his throat because he sud- 
denly can no longer remember to swallow. This type of care cannot 
be provided unless we have outside help. 

At this point it is all private and as long as the fUnds will last we 
can get them whatever care they need and I intend that their 
money be used to give them whatever they need until it runs out. 
All six patients have had a good retirement. They are all looking 
at, if they live another 2 or 3 years, to be back on public aid. 
Thank you. 

[The prepared statement of Ms. Foster follows.] 
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AB a profeBoional fi^ardiun, it is inberesting to note that 20% 
of my wards have a oonflrmed C«A«T« Soan diagnooin Alzheimer's 
Disease* 

When I was asked to be cuardian in eaoh of these oases, Alzheiner's 
was suspooted but not diagnosed* It is important to know as soon as 

Jossible if the oatient has Alcheicoer's Disease as it will affeot all 
isoussions made in tho ward's bthalf* 

Charlie R* is a ohildless. e5-year old Cauoasian man living with 
his 62-year old wife in a nursing homo* When I aooepted this case in 
May 196$, Charlie and Mary were living in a beautiful, well furnished 
mobile homo in Clearwabor, Florida* \ 

They were helped by part-time aids through Community Care for 
the Elderly whioh is supported by the State and private donations* 
They were also helped by Heals on Wheels* Charlie was having periods 
of violenoe often forcing the aids out of tha home* Mary, who suffers 
with Lukemia and Dementia, was weeping most of the time. Charlie 
would be found wandering often dragging Mary along the busy streets 
of Clearwater, ooroetimos appearing in publio plaoes demanding money* 
There were long periods of paranpia. and halluoinations were exhibited* 
Somewhere along tho line their Jewelry had disappeared* Anyone oould 
have removed It from them in their state of oonfusion* 

In August of 1965 It was neoeasary to plaoe Charlie and Mary into 
an Adult Congregate Livinc Faoility for 2if-hour supervision* This 
proved unsatisfaotory as Charlie oould not be kept from wandering 
away, again dragging a weeping Mary along* There were also violent 
episodes usually ooourring in th'^ middle of the night* Before the 
onset of the disease, this had beon a very happy and oongenial marriage* 
The faoility asked that Charlie and Mary be moved in September 1965 as 
they oould no longer aooept them as residenbn* Charlie was too upsetting 
to the other iMsople in the home* 

During Charlie working years he was with Rochester, New York, 
Gas Company, working until retirement, saving and investing his money, 
and ooneoinntiounly prtjparing for retirement* When he and Mary retired 
to Florida, he seourcd their futures with a trust arrangement, and they 
enjoyed a sooial and prosperous retirement. 

Charlie's first problems involved traffic aooidento, and he re- 
luctantly volunteered to i:1ve up his automobile. This is always a 
turning point ii retirement, eareciully in Pinellas County where 
public transit is very limited. Since September 1965 Charlie and Mary 
have Uvod in a nursln;: home* Both have had to be In a hospital and 
are fast depleting their savings* In rclcoting a nursing home, rroat 
oare was unHd to assure that when bhelr money runs oub, the faoility 
aooepta Med i cade. 
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As Charllrt'o diaeuCG procrodoen > more problems ai'u encountorod. 
His behavior Is {rcttlnr: more out of control, medlnatlon Is more 
expenulve. and th« violence towards hln wife may soon force them to 
be separated, oaunlng additional expenses. Another throe years of 
life will force both partners of this marrlnsc on to public awclotnricc 

Sally W. In a childless, Caunnslan 74-year old female llvtng 
alone In her nodost mobile home. She and her husband both heM 
responsible Jobs all of their worklnji: years. Her husband died a 
year af^o leaving Sally without his pension. She cannot live within 
her Social Security Income and pulln from savings, which are undor 
f 10, 000. Vith the help of Community Care for the Elderly three tlmCR 
a week, and private vlsUn twice dally, she is ab3e to wtay In hrr 
own home. This Is a day-to-day state. Any day may bring the call 
that may force us to place her In a nursing home. An Adult Congregate 
Living Facility does not look like a viable alternative. Everything 
she owns will be sold. TJiln will provide about a year as private pay 
In a nursing home. Then she would be placed on public aoslstoncc. 

Sally has some clays she cannot remember the n&mos of very common 
things, such as chalro, telephones or evon rooms. Other daya oho 
functions well, but medication and meals are Inoreaclngly b»?comlnc 
a problew to living alone. She will not accept Mealn on Wheels. 

If savings are used up, she Is not eligiblo for Hedloado 
assistance In her own home, as Social Security Income folio ovor the 
limit but under what It takes tc> nustaln her. 

Harold P. In a ?f-year eld male Caii::afilan. He lo;:t hlo wife to 
heart disease eight months ago. He haa a ^^nerouc rctato Ijicluding 
a home. In addition to Alzholncr *n, he hac just fallen and brokt-n a 
hip. 

Due to tho fact that Harold 'n nhildi-on are out-of -state, n:onL 
of his personal projxsrty has beun Rolrt. The home In now being rented. 
He is Oftverely deprossea and needed rrlvatfc-duty nursing in the 
hospital, and we are continuing this in the nursing home. One of 
Harold's real problems is that he can't remember to chew or swallow 
food. Just this morning we havr had to order a tube placed In his 
throat. We are hopeful thut ha will respond to this "hands on" care. 
It has worktid well in one other case. At $70,00 a day for aid attend- 
ance plus the cost of nursing homo care, even a generous estate will 
run out, and lie can expect to end up on public aid. The kind of 
individual care that Is needed by Alzheimer's patients does not seem 
covered as regular care by nursing homos. 
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As you can noe, oach Alzhelmor*8 cusc Is as Individual ao the 
person hlmoelff 

From the profouolonal guardlun'o viewpoint;, when you accept u . 
auspeoted Alzheimer's oasn^ you reall?se they take speoLal and addi- 
tional tlmOf I have never had an "easy" case. They are usually 
unoooperatlvo, unreanonnble and demand five times as muoh time as 
other wards. Plaolnc them Is always a problem, and moct Adult 
Con^reRate Living Paojllbleo are not oqutpprd to deal with thom. 
In working with Community Care for the Bldorly, I have found tranj- 
portatlon t,o bo a major flnanolal conoernf 

Alzheimer's patients are usually very lntelll(sont, have had 
Interesting; caroeru, have contributed (^ncrounly to society, and 
have lead productive llveSf With Alzheimer's Disease, no amount of 
money Is ueourltyt 

Deoiiectfully subnitttod| 

DeeAnn Foster 
Professional Guardian 

Mr. Waxman. Thank you very much, Mrs. Foster. 
Mr. Kelly. 

STATEMENT OF JAMES G. KELLY 

Mr. Kelly. I would like to introduce my testimony by reading 
the first paragraph of my prepared statement. When Julia— my 
wife Julia Kelly— first showed signs of personality change and for- 
getfiilness in 1970, she was 66 years of age. It was a very gradual 
thing and not immediately recognized. 

Inasmuch as we were both going through job-related problems I 
attributed these changes to emotional upset that would be alleviat- 
ed by the passage of time. I would like to iiyect that Julia was a 
very bright individual, graduated from college at age 20, a veiy ar- 
ticulate and outgoing person. 

It was not until the mid-1970's, after she was subjected to exten- 
sive tests, that her illness was diagnosed as Alzheimer's. Some- 
where about this time she lost tlie ability to know the day of the 
week, tell time, cooking skills, interest in reading, abilify to con- 
verse, et cetera. She avoided people, including close friends, prefer- 
ring to sit alone in a darkened room. 

Eventually I had to deny her the use of the car and restrict her 
to the home as best I could. When she did get out she frequently 
got lost in our neighborhood where she had resided for 30 years. 
Alzheimer's destroys the whole person. Too much is said about the 
memory. It is a serious thing but I found you could cope during the 
early stages with the memory problem. 
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The biggest thing I found ih^x was hard to accept was the per- 
sonality change— that was immediately noticed. I recognized that 
before I recognized the memoiy problem. I continued to work, for 
my own peace of mind, I worked Kwid my 67th year. Fortunately, 
though, as a result of my job change i only worked 3 to 4 miles 
from home, I had good neighbors who >vatched over her. 

If they saw her in the street, they v/oulJ either get her back into 
the house or call me at work. We lived in a small community, we 
ei^oyed our own police department and they all knew me, knew 
her, they would bring her to the house, call me at work. 

Fortunately, I had an understanding compsiny who recognized 
my necessity to run in and out, sometimes twice a day, sometimes 
maybe only three to four times a week. The task of trying to disci- 
pline myself was a hard thing to cope with. 

I was behind the door when God gave out patience and just look- 
ing back in retrospect I am sort of proud of my^lf how I learned to 
cope with her for 10 years at home. I eventually moved to Florida 
because I had to get out of a large home. The Btaira were very dan- 
gerous for her. 

I had to turn off the gas at night. I had to turn otf the water. I 
had to put locks on the refrigerator. PSl these things in order to 
control her. I put straps around my bureaus, dressers, anything 
where she could disrupt things. Alzheimer's victims are up 24 
hours a day. They catnap, 10 minutes at a time. 

When I moved to Florida I bought a small home here in Palm 
Harbor. I had to double lock all the doors. Of course, I had to go 
through the same exercise of turning off the range at night, turn- 
ing off the water, and despite that I was exhausted and would fall 
asleep. Sometimes I would forget to lock the door and the next 
thing a neighbor would be bringing her home. 

Sometimes I had to bathe her two or three times a day and while 
I was looking for a change of clothes she would get out of the house 
and many a time there was stark naked Julie running down the 
street. These things, you know, are a little humorous now that I 
look back but, believe me, living with it is hell on Earth. 

[The prepared statement of Mr. Kelly follows:] 
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Congressional Hearing on Althclmer's Disease 
ST. Mark Village, Palm Harbor, PL 
January 27, 1966 



TKJJTIMONY BY: James C. Kelly 

1659 E. Dorchester Court 
Palm Harbor, FL 33563 

My wife, Julia R. Kelly first showed signs of personality change and forget- 

fulness In 1970. She was 55 years old. It was a very gradual thing 

and not immediately recognized. In as much ns we were both going through 

job related problems, I attributed these changes to emotional upset that would 

be alleviated by the passage of time. I would like to inject that Julie 

was a very bright Individual, graduated from college at age 20. A very 

articulate and outgoing person. 

It was not until the mld-sevcntlcs after she was subjected to extensive 
ti'sttf thut her Illness was diagnosed as Alzheimer s. Somewhere about 
thiH time she lost her ability to tell time, cooking okllls, interest In 
icadiiit;, ability to converse, etc. She avoided people. Including close 
friends, preferring to sit alone In a dark room. Eventually, I had to 
deny her use of a car and restrict her to the house as best I could. 
Wlicn she did get out she frequently got lost in our neighborhood, where 
we resided for thirty years. 

For my own peace of mind and a little diversion from house-hold chores 
and patient care 1 continued working until my sixty-seventh year. 
Although, Julie was affected with terminal disease, her doctor continued 
to marvel at her otherwise good health and predicted that she had a long 
life nhead of her. I anticipated that the Alzheimera could progress to the 
point that 1 would no longer be able to cope with the situation and that 1 
would be faced with the tremendous financial burden uf nursing home care. 
In 1981 I recognized that our Long Island home was too large for me to 
physically maintain and too dangerous (stairs) for her. 

Aftur much deliberation I decided that I could best function In a warm 

area so I retired and moved to Florida. It proved to be the right decision. 
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UnfortufMUly* Julia continued to 4^rlorcta rapidly and after a wry 
Mrloua aoddant at hOM Z had to fac« raallty* no altarnatlv* but to 
placa har In a nuralng facility* 

Har Ufa auatalnlng functlona continued to b« atron9 and tha doctor raltar- 
atad a projection for aany aora yaara of Ufa. 

IXirlng tha flrat few »ontha that aha waa confined to the Nuralng Center 
Z waa able to foracaat what ay aaMU would cover. Z wee ahocked to learn 
thet the querter of e nllllon doller aedlcel plan Included In ay retlreMnt 
package contained en exduelon for thoee suffering froa aantel dlaordere. 
Uelng our baalc eetlMta of |25,000/yeer pluv 5% yeerly eeceletlon It was 
eeey to see flnanclel deveetetlon on the horlson. 

Z ettended Altheiaer^e eupport group aeetlnge tponeored by HM. They were 
an excellent aource of Inforvatlon end offered the opportunity to cty on 
one enother'e ehoulder. Zt wee during om of theee aeetlnge that Z heerd 
the greeUet news end encouregmnt regerdlng financier mattere. Ne were 
told by the epeakare that thoee cerrylng e nurelng hoae burden should 
inveetlgete Medlceld, and that only tha patient *e eeeete were coneldered In 
making e detervlnetlon ee to eligibility. Here- to- fore 1 had been advleed 
that a apouae wee reeponelble for e partner *e care. Zn «y particular case 
the najor percentage of eeeete were In ny naae. Thle wee not the result of 
any planning or dellberete action on ay part, zt occured elagdy aa a result 
of my wlfe'e.lnablUty to make any declelone or to elgn her naae during the 
preceding elx yeere. 

Z filed for Medicare. Zn eupport of thle twelve (12) pege application the 
Health end Rehabilitative Servlcee requeeted coaplete flnenclel disclosure • 
of all our eeeete going back a few yeere prior to date of eppllcetlon. Zt 
wee neceseery to identify each individual aaeet, current etatue and if die- 
posed off how and when. Thle exerdee required e considerable aaimnt of 
effort and at tlnee it could be difficult to ehow the continuity froa one 
transaction to another. 

Z'm not euggeeting that thle requeet for eupporting data waa unrtasonabH. 
T1»e people et HRS were very cooperative and underetanding of ell 
eulMleelons Z preeented. Sons of the clerifying data they requeeted 
was ecnetiMe difficult to obtein fro« ot»'er sou::cee. ' 

Subeequently, Mediceid wee epproved for . ^iU. Unfortunately, or perhapa 
Z ehould eey fortunately, Julie died leee than e aonth leter. 
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STATEMENT OF ADA PYLES 
Mr. Waxman. Mrs. Pyles. 

Mrs. Pyles. My name is Ada Pyles. I live in Tampa, FL. I am a 
working wife and mother. My husband is an Alzheimer patient. We 
have three children. I am the primary caretaker of my husband. I 
have not yet reached the stage where institutional placement is 
necessary. As the disease progresses I know I will have to quit my 
job to care for my husband. 

I would like to keep and care for my husband myself at home. 
Once I quit my job I will have no income except what he gets Irom 
Social Security and disability. As this disease progresses so will my 
medical bills. 

My husband first began showing signs of Alzheimer's at the age 
of 45. My husband is 49 now. At the age of 45 we had two sons at 
home, one a senior in high school and the other a freshman in col- 
lege. 

The firet signs were that he was not being able to remember the 
role of hik> supervision job. In January 1982, after some extensive 
testing, my husband was diagnosed. He was put on disability from 
his job in February. 

We then applied for Social Security and were denied. Our sons 
werjB still dependents. We later applied again and were denied 
again. So we had to hire an attorney and again some extensive 
testing by different doctors, all at our expense. 

In January 1983, 1 year and some great expeiise later, my hus- 
band was granted disability. At present I am able to work and keep 
my husband at home. What would happen if I became disabled and 
can no longer be the caregiver? Witn no work, no pension, how 
long could I keep him at home? 

Although we have private insurance, what would happen when 
we cannot afford the expense not covered by our insurance? Our 
lans for the ftature are gone. All the years we have worked and 

oped to eiyoy retirement, gone. How long before my husband and 
I would have to depend on welfare to survive? 

What would happen to our family? My support group has been 
my support. Answers do not come easily, especially in this day and 
age when the battle rages with regard to trimming the budget. I 
am encouraged by the feet that you took the initiative to come to 
the people and hear first hand the devastation caused by Alzhei- 
mer s disease. 

Now that you have heard, I respectftilly request that you act 
quickly, responsibly and purposeftilly to alleviate this growing fi- 
nancial devastation. I thank you sincerely for your interest and 
support in helping us to ease the burden. 

Mr. Waxman. Thank you very much, Mrs. Pyles. 

Mr. Patton. 

STATEMENT OP MAX PATTON 

Mr. Patton. My association with Alzheimer's disease came as 
the result of my mother acquiring the disease. Looking back now, 
the initial symptoms began in the 1970's and as symptoms nro- 

Eressed— she was diagnosed as having AMieimer's disease anawe 
ad gone through a progressive deterioration whereby we tried 
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hiring ^th the house, taking care of her, going through re- 
tirement homes, with the aid of day care centers, nursing homes. 

Findly she was brought to our home where we had done some 
extensive remodeling and she ^^nished the last year or year and a 
half of her hfe at our house, pacing awmr this last September. 

If I have any expertise in this field it is probably in the relation- 
ship of young children with the Alzheimer's victim and perhaps I 
can answer some questions in this regard with you. Thank you. 

Mr. Waxman. Tliank you very much, Mr. Patton. 

Mrs. Cury. 

STATEMENT OF DELLA CURY 

Mrs. Cury. My name is Delia Cury and I live in Tampa, PL. I am 
34 years old, married with one daughter. I am a graduate of the 
University of Louisville, KY, and I have been employed by a morb- 
gage bankmg firm for the last 10 years. 

m 1978, after 28 years of marriage, my father died from cancer 
and left my mother alone. She had been a mother of two and a 
homemaker all those years and she was devastated by his death. In 

1979, my daughter was bom. Mother came for 2 weeks to help. She 
had turned 64 that summer. 

She could not cook nor help with the laundry. She was scared 
and cried a lot. She was changing and we did not know why. In 

1980, my brother and myself helped my mother move to Tampa. 
We emptied the house into the garage and had a hug^ sale in prep- 
aration for the move. 

During that sale, I learned that mother not onlv had trouble 
with her checkbook but she could no longer count change. At this 
pomt she was still covering up problems with , excused of being 
nervous or tired. Many of these observations could only be under- 
stood niany months later. 

In an effort to m a in tai n her independence, my mother purchased 
acondommium in 1981 which was about 5 minutes from my house. 
That same year, I took her to a family doctor, psychiatrist, a clini- 
cal TOycholog^st and finallv to a neurologist. In 1982, my mother 
was diajsnosed as having Akheimer's disease. 

Within the last 12 months we have searched for a place that 
would afford mother 24 hour care, comfort and companiondiip. The 
facilities that I have found would not take mother because she was 
younger than 62 years of age and also because of her exifitins dis- 
ease. 

In this area, now the most populous in P Ja, nursing home 
coste average from $1,800 to $2,000 a mon li. We are presentty 
paymg over $1,700 a month for live-in care. Because of mother^ 
age, this amount— which will accelerate when she moves to a nurs- 
ing-home facility— could rapidly eliminate her savings. 

How can families of Alzheimer's patients handle these costs 
without assistance? This disease, which has become so feared and 
so prevail .^ .w, is not going to disappear. 

We mu;ri io something now to help find a cure, to assist those 
fanaihes w: j are presently dealing with an emotional and financial 
crisis, and also to plan for the future. Much evidence indicates that 
Alzheimer's disease is hereditary. Should I become an Als^eimer's 
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victim my huiband and my daughter may become thi» main care- 
given. 

I hope at that time there will be more flnancial aaaiatance and 
Quality caregivinff facilitiee available. I am aware of the current ef- 
fort! to balance the budget and that Medicare and Medicaid are se- 
verely itrained. There ie great competition for each and e ery tax 
dollar. I would suggeet lome middleK>f-the-road solutions be found. 

As an example, most caregivers wish to keep their patient at 
home u long as possible. Perhaps a service delivery system could 
be established to assist caregivers. A service of this nature would 
allow the Alsheimer's patient to stay at home in a more familiar 
setting for a longer period of time and certainly would delay the 
devastatinff costs of a nursing home. 

I would like to thank vou— and certainly my mother would if she 
could— for the opportunity to tell her story to a committee that is 
so influential in the matters affecting our aging population. Thank 
you. 

Mr. Waxman. Thank you. 

Let me thank each of vou for your testimony telling us about 
what ' 'nt have been ana continues to be for some of you a very 
difflcu. ne for you and members of your family. Your stories are 
represeiiuitive of what happens to millions of families who have 
been and will continue to be affected by this devastating disease. 

The treatment, whether it is at home or in an institution, sound<i 
like it is obviously very, very expensive. How have you managed to 

Kiy for these costs? Does Medicare help? Have any of you looked to 
edicaid? Does your private insurance help you at all? Do mem- 
bers of the family help? How do you cope with the costs, the finan- 
cial costs, of Alzheimer's? Yes, sir. 

Mr. KiLLY. If I may read from my prepared statement, I have 
had some experience. During the first few months that Julie was 
confined to a nursing center I was able to forecast what my assets 
would cover. I was shocked to learn that the S260,000 medical plan 
that was a part of my retirement package had an exclusion for 
mental disability. 

Using a basic estimate of |26,000 a year, plus the 6-peroent 
vearly escalation, it was easy to see financial devastation on the 
horizon. I attended Alzheimer's support group meetings sponsored 
bv HRS. The;^ are an excellent source of information and ofiiered 
the opportunity to cry on one anothers shoulder. 

It was during one of these meetings that I heard the greatest 
news and encouragement regarding financial matters. We were 
told l»r the speaker that those carrying the nursing home burden 
should invesogate Medicaid and that only the patient's assets were 
considered in making a determination as to eli^bility. 

Heretofore, I had Deen advised that a spouse was completely re- 
sponsible for the partner's care. In my^rticular case the migor 
percentage of assets were in my name. This was not the result of 
any planning or deliberate action on my part. It occurred simply as 
a result of my wife's inability to make any decisions or to sign her 
name during the preceding 6 years. 

I filed for Medicare. In support of a 12-page application. Health 
and Rehabilitative Services requested complete financial disclosure 
of all our assets going back a few years prior to date of application. 
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-«i t^M identify each individual asset, current status, 

and if disposed ofhow and when. This exercise requireda considw 
able amount of effort and at times it could be diScSt to SSi the 
continuity from one transaction to another. ^ 

raa^U^ TKlS^li^f ft"- -uPPortiM data was un- 

ifi^Su- n ^' HRS were very cooperative and under- 

standing of aU tiie submissions I present^. Some of tiie clarifS 
requested was sometim'^es difficult to obtai™ftSrothS 

Subsequentlj^ Medicaid was approved for my wife. Unfortunate- 

frot»ffigsrov?sjoSfijs ^^'''^^ ""''^ ^^'^^^y 

^{«wn?**^MSf**' at present my husband is on Social Security 

u I!SSS?t "O"*® 0^ doctor'" expensTSut 

the otiier is covered by my insurance. But when my huiboad »to 

hjjflf y^'S^; -'^^i ^'^"t Medicare? Will Medicare cover 
mm if he needs to be in a nursing home? 
Mrs. PvLEs. No, sir. 

Mr. Waxman. I knew tiie answer to tiiat but I wanted tiiat to be 
on the record. I cannot tell you how m«ny of my colleagues in the 
Congress, people who voted tiiese laws, tSnk Sfedicarels goSg to 
pay for evers^ing-Medicare will take care of it. 

Of course, Medfeare, as wonderful as that program is, is very lim- 
hSir^'lfLr", ^ " long-term caie sitSKi. With a 
home, particularly, or some type of long-term faciUty, Medicare? 
STSSy """^ ^*ed-one of tiie great inadeq'iiacies ^e 

MrPatton, what kind of financial help have you been able to 

We were very fortunate in tiiat my motiier had sub- 
stantia^ savmgs and she di/pass away before he? sav^ were T 
«i'^*t„^2^^'"' the d^culty with Alzheimer's is tfiat^ do 

So whenever you take into consideration what you have to deal 
with and how It IS going to be paid for, you do ha\re tokSd of set 

ShS^T**! ^J^V'J ^'^^"t one of thfreSsoM 

5^^u*^' last year or year and a half of my motiieTsl^ 
moved her to our house. ' » mo, 

^ '"'^ expensive. We could go ahead and 
hire some people to come in and help. Medicare di/takelareof 
wif ®*ifHPP^*^ "^T sickroom needs and also some of tiie 
dortor bills that we ran into-a portion of it, very Uttie tiiough. 
loSfiri'v fortunate that she did ^uiie thelSease 

ifiSL^ S'l She was m her early seventies whlin she waTSS 
nosed and she passed away when she was 76. Had she Uved several 

Mrs. CuBY. My mother is very fortunate to have savimn which 
are covering her financial needs at tiie time. Because shew only 59 
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now and, as Mr. Patton said, you do not know how long it is goinp; 
to last, her savings could be depleted totally. I am receiving no fi- 
nancial aid now but I anticipate it could happen that I would need 
that. 

Mr. Waxman. Other than from your physician, how did you get 
information about Alzhemer's disease and its treatment? Did you 
ffet help from any community-based support groups? Would it have 
been heli^l toJiave a central place to go to or a special number to 
call to get information? Any of you want to comment on that? 

Mr. Fatton. 

Mr. Patton. Yes. If anybody is faced with the situation of having 
someone that they are m question about or needing some help 
right now, what I would suggest would be that you go to the front 
of your telephone directory and find the number for your Division 
of Family Services. 

From tliis you can get direct help, you can get referrals and, 
most important of all, you can get in touch with support groups. 
Support groups are the backbone of the situation right now. Your 
day care centers are of great value in initial stages of Alzheimer's 
disease, they really are. 

They were a lifesaver to us on several occasions. You have your 
churches and various communitv groups that are becoming inter- 
ested now in Alzheimer's. Thank God for this. And there are pri- 
vate profit organizations that you can contact also that were of 
great nelp to us also. 

Mr. Waxman. Anyone else want to add to that? 

Mr. Bilirakis. 

Mr. BiURAKis. Thank you, Mr. Chairman. I, too, would like to ex- 
press my appreciation and commendation to all of you for your 
courage. I luiow it is very difficult for you to have to come up here 
and tell us your sad stones. But without it we cannot learn and we 
cannot help to educate the public. 

It is very important that the general public be educated as far as 
this dreaded disease is concerned. So I do commend you. Yes, I will 
try to talk a little louder. It is just that I have got a virus in my 
tongue and I just cannot talk too well right now, which is probably 
just as well for a politician. 

Mrs. Pyles, this private insurance that you had told us about, 

Jrou are sajdng that the provisions of the policy allow coverage as 
one as you have your husband at home? 

Mrs. FYLES. Well, as long as he is under a doctor's care, but no 
long term in a nursing home, no sir. 

Mr. BiLiRAKiR. So, u you were to put him in an institution there 
would be no coverage? xou<ure satisfied of that effect? 
Mrs. Pyles. Yes, sir. 

Mr. BiURAKis. The insurance man has explained that to you, is 
that correct? 
Mrs. Pyles. Yes, sir. 

Mr. BnjRAKis. Well, Mrs. Pyles, also, your husband is certainly 
one of the youngest Alzheimer's victims that I have heard of. Al- 
though I will tell you and for the benefit of the audience, a few 
monus ago I received a letter— a letter was shared with me from a 
motiier, I think from the Tampa area— whose, I believe it was a 25- 
year-old, son had been diagnosed with Alzheimer's. 
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We are not trying to put the fear of God into anybody as far as 
this disease is concerned but it is part of our real world and the 
elderly do not have a monopoly. I think we have already heard of 
forties and fifties. The elderly certainly do not have a monopoly as 
far as this dreaded disease is concerned. 

How is Mr. Pyles progressing, ma'am, and also how have your 
children responded to his illness? 

Mrs. Pylbs. Well, my children^we are a very close family. My 
children are responding real good as far as we know that we are 

f^oing to take one day at a time. My children have their lives to 
ive but they still include their father in it. 

I understand that ht is not really right now, you know, as far 
advanced as others, but you look ahead. Youjust, you know, we 
take one day at a time but you look ahead. Through my support 
group, which has been of good support to me, I see the stages he is 
going into. I have not reached those stages but I try to prepare 
myself now for those. 
Mr. BiURAKis. Thank you, ma'am. 

Mr. Patton, I understand you had your mother in a nursing 
home and then you chose to bring her home. Can you tell us why? 

Mr. Patton. For two purposes, really. As I said before, the 
length of a person's life with Alzheimer's disease is unpredictable 
and there is also a great feeling of guilt that goes along with the 
people who are caring for people who have Alzheimer's. 

You try very hard and yet it does not seem to be enough. It is 
hard to accept the fact that what you see today is the best it is ever 
going to be and it is never going to be any better— it is always 
going to be a little bit worse tomorrow. And when you have a 
person with Alzheimer's they really are totally helpless. They are 
not able to fend for themselves at all. 

They are very vulnerable. As a businessman, I know how diffi- 
cult it is to hire someone who is absolutely and completely honest 
and capable. But I feel that the retirement home and the nursing 
home that we had contact with were probably the veiy best that 
we could possibly have had. 

However, there is always the feeling that there could be some- 
thing happening in the way of personal thefts and abuse through 
nothmg but frustration or whatever. It in totally unknowing to the 
family because the person that is affected, the Ab^eimer's victim, 
cannot remember. They totally are absolutely helpless. 

For unscrupulous individucds there is just an endless source of 
income in the Tampa Bay area if they wish to prey on these 
people, people who nave no immediate family members who are 
taking care of them. It is not difificult to spot son^eone with Alzhei- 
mer's disease after you have lived around them or ta^:en care of 
them. 

So I think that was a very important asp^ in our decision to 
bring my mother home. That plus the financial end of things. Also, 
I had a son who was going away to the University of Florida and 
there was just a room that was available in the house. We were 
able to remodel it in such a way that it disrupted our lives as little 
as possible. 

Basically, that is it. I mean, we lust plain felt better about it. We 
thought there would be less of a feeling of guilt when her life was 
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oyer. If things reached a point where we could not cope with the 
situations, we could always go back to a nursing home. But it 
worked out that that was not necessary. My mother passed away at 
our house. 
Mr. BiURAKis. Thank you, Mr. Patton. 

Very quickly, at least for a couple of you, I wonder if you could 
share with us your opinion in terms of the knowledge, if you will, 
of the physician or physicians that you contacted as far as your 
loved one was concerned? 

Were you satisfied that they had adequate knowledge? The 
reason I ask that question, I guess it is fairly obvious, is— and we 
have heard this directly from the medical profession— that they are 
starting now to orient and educate physicians as far as this disease 
IS concerned. 

Even though it is something that has been with us a long time, 
we really have not learned much about it until just the recent 
years. But, of course, that also follows for the medical community. I 
wondered if you have any quick comments as far as that, any of 
you. 

Mrs. Cury. 

Mrs. CuRY. At the beginning, my mother was treated for a good 
while for depression and I believe possibly because of her age it 
was not considered. It was not until we finally visited the psychia- 
trist and then the clinical psychologist that we were eventually di- 
rected to the neurologist. At that point, I felt very comfortable that 
he knew what she had and that the diagnosis was correct. 

I think when you go to support groups you hear the same things 
that you are familiar with and you know about and you know that 
there is not too much question about what you are living through. 
You know it is Alzheimer's. 

Mr. BiURAKis. Thank you. Any more comments toward that? 
Yes, sir. 

Mr. Kelly. Back in 1970 when mv wife fmit experienced trouble 
my family doctor sort of threw up his hands because he suspected 
something and he referred me to a neurologist. After the CAT scan 
and some elaborate blood work Alzheimer's was confirmed. 

When I asked the neurologist what was it all about he referred 
me to an article that had been published a year prior in the New 
York Times. Because he himself admitted that he had so little ex- 
perience with Alzheimer's, that New York Times article of 1970, 
1971 was the source of great information. 

Subsequently, when I came to Florida the first neurologist I con- 
tacted said he knew about it but time proved he was not an experi- 
enced man. I had to change doctors because I learned at the sup- 
port group that some of the treatment or some of the drugs being 
administered were not adequate because I had a wife at home 
climbing the walls. I thought it was Alzheimer's and I found out 
later it was the drug that was aggravating the condition. 

So I say vou have to be selective or very careftilly try to find the 
best neurologist you can. But once more, I would like to add em- 
phasis to the support groups. They are an invaluable group. 

Mr. BiURAKis. They are wonderfiil. 

Mr. Kklly. They are wonderful. You will come out of them some- 
times devastated because you hear some of the stories that is only 
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a forecast of what you are going to go through, But, without the 
knowledge, when your day comes you are lost. So you take it day 
by day and attend as many support group meetings as you can. 
Iiiank you. 

Mr. BiuRAKis. Thank you, Mr. Kelly. Thank you, Mr. Chairman. 

Mr. Waxman. Thank you Mr. Bilirakis. We appreciate very 
much your testimony and your being with us today. Thank you 
very much. 

Our next witness is Dr. Eric PfeifTer of the Suncoast Gerontology 
Center for Health and Long Term Care. Dr. PfeifTer has long been 
involved in the care and treatment of Alzheimer's patients as well 
as the medical research that is being done on the disease. I would 
like to welcome you to our hearing and thank you very much for 
being with us. 

Any prepared testimony you wish to submit to the subcommittee 
will be made part of the record in fbll. Now, what we would like to 
ask you to do, if you would, is to summarize your testimony. Please 
try to keep it within 6 minutes so that we wUl have a ftill opportu- 
nity to question you. 

STATEMENT OF ERIC PFEIFFER, M.D., DIRECTOR, SUNCOAST 
GERONTOLOGY CENTER, UNIVERSITY OF SOUTH FLORIDA 
MEDICAL CENTER 

Dr. Pfbiffer. Chairman Waxman, Congressman Bilirakis, it is 
indeed a pleasure to be here. I do commend both of you for your 
vigorous efforts on behalf of Alzheimer's disease victims and for re- 
search on Alzheimer's disease. 

We have, several days ago, submitted a ftill copy of our testimo- 
npr to be included in the record but I simply would like to summa- 
rize some of the main points and then be available to you to com- 
ment on any remarks that you have or to respond to your ques- 
tions which I think will be the most useftil role that I could play. 

Alzheimer's disease, of course, is a devastating disorder. It runs 
its course anywhere from 2 to 20 years and therein lies a great deal 
of uncertainty and a great deal of financial implications for plan- 
ning. 

It is caused by premature and progressive death of brain cells. In 
other words, Alzheimer's disease attacks the brain, the overall 
organ of adaptation. It is anywhere from the fifth or the fourth 
leading cause of death and accounts for half of the people in nurs- 
ing homes. 

Only about 10 percent of the population will get Alzheimer's dis- 
ease, but 100 percent of our population have to face the fear of Alz- 
heimer's disease. So that anyone who makes progress in conquer- 
ing this disease will, indeed, deserve not only the thanks and grati- 
tude of that part of the population that is affected but that p^ of 
the population which must fear it. 

At Uie Suncoast Gerontology Center at the University of South 
Florida Medical Center, we have made Alzheimer's disease our No. 
1 priority. We are involved there in promoting education as well as 
the direct services of prompt recogmtion and treatment of Alzhei- 
mer's disease. 
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We counsel very strongly the avoidance of hospitalization where 
this is not absolutely necessary since the hospital is frequently a 
very hostile environment for a person affected by Alzheimer's dis- 
ease. We minimize against the use of medications because, as you 
have heard, they can contribute to additional problems. 

In our view, the best placo for Alzheimer's disease patients is at 
home for approximately 9G percent of those victims for 90 percent 
of the time. 

However, that indicates that some persons from the beginning 
cannot be cared for at home and the vast migority of patients will, 
towards the end of their illness, in the last 6 months to 1 year, re- 
quire institutional care. 

There are a number of services that are available not only to pa- 
tients, which include diagnosis and ongoing medical care, but also 
to caregivers. Unless caregivers are provided these services, they 
cannot continue to care. These include family support groups, adult 
daycare and respite care. 

We, at the center, are currently embarking on a megor attack on 
Alzheimer's disease that looks at both research, at the underlying 
causes of the disease, and what to provide to patients and care- 
givers now. We have a number of recommendations that include 
publicly flinded daycare services for Alzheimer's disease patients. 

We recommend Airther that Medicare cover psychiatric and 
counseling service for both patients and family members in order 
to assist them in the process of caring for such patients. 

We recommend limited coverage of respite care services, both in- 
home respite care services and short-term respite care services in 
nursing homes. It is quite possible that all of these might possibly 
be funded through a voucher system in which the individual may 
make the choice as to how to apply such services. 

Further, we ask your support in the restoration of Federal ftind- 
ing for the support of the national system of long-term-care geron- 
tology centers which has greatly advanced the understanding of 
Alzheimer's disease on a national basis. I would be glad to respond 
to your comments and questions. 

[Testimony resumes on p. 301.] 

[The prepared statement of Dr. PfeifTer follows:] 
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Test Imony 



<iven by 



rric ;j.piffer, M,D., Director 
S'jr; oJ.st >j«»rontolnKy Center 
University uf South Klortda Medical Centwr 



Chairman Waxma.i « a^ptesontar. Ive BlllraklB and distinguished 
'nemhers of this Subcornrnj. c tee . my name is Eric Pfetffer. i am a 
iiertairic psychiatrist nnd OlrectoP of the Suncoast Gerontnlogy 
Center. %hlch is a part of the University of South Florida 
Medical Center in Tampa, Florida. It is certainly an hmiur and a 
prtvlleae to have this opportufuty to present my statement on 
\l7heimer's dl»«ease to rhis flo;;se Subcommittee on Health and 
F!n V I ponmen t . 

Representative Bl I Irakis, I am aware of your keen under- 
standing of the plight of Alzheimer's disease patients ind nhelr 
families, and 1 praise your leadership role in the nrea ot 
'*st ah I Ish I nn famllv support groups through the National InHritut*? 
•>f MentaJ Henlth ind r ho Admi n i st rar Ion on AtlnK. 

''hiir'nan *-ixman. my staff and I know vf.'ry \**^ll xnd *ork very 
Moselv *ir.h Lot) Perm Care Center at l-CLA/LSC m Los 

\ nifties. L I I'r. rn la . Dr. 'John fleck, the Oireot<;r -tT i.hat Center 
IS both a nlo^e o I league and Personal friend of mine. Ur. i:*v"k 
h.is .1<)nc fnuoh to i.ivance the field of genatri'ts and lofig-term 
hf^al.th "iire tor th<> f>ld'»rly. 

The Suncoast Jerontology Center Is located In a four county 
area that represents one of the highest concentration of the 
elderly in the United States. in Pasoo and Pinellas county 
il.'ne. ,>Tjrrn*ans aer- 60 and ovrr roprfsf'r.t 40% i«f t.he popular ion. 
The i*'infMast vlpr-onrr. loisy Ccntt^r and the Iriiverslty <it South 
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Florida are concerned about the state of long term health care 
for the elderly* Aa Director of the Suncoast Gerontology Center, 
which was originally established under Title IV-E of the Older 
Americans Act of 1980 and funded by the Administration on Aging, 
I have a particularly strong Interest In the federal government's 
role In che long-term care system for the elderly. As a ger- 
iatric psychiatrist, I am Intimately involved In the diagnosis 
and treatment of Alzheimer's disease patients and their families* 

Representative Blllrakls, you have asked me to discuss my 
experience In treating the Alzheimer's patient and what the 
Center's research activities are In this area* Therefore, i will 
In my statement cover the following: 

1) the nature of Alzheimer's disease, 

2) the research activities of the Suncoast Gerontology 
Center, and 

3) my recommendations for the federal government's most 
.ippropr late role In the research, treatment , and cure 
of Alzheimer's disease. 



Alzheimer's disease Is a devastating disorder In which brala 
cells die prematurely and orogresslvely , causing progressive 
memory decline and general Intellectual deterioration. 
Alzheimer's disease is the fifth leading cause of death In 
America and It constitutes a major health and long-term care 
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problem in that it accounts for over 50% of all persons admitted 
to nursing homes. Some 6.5 to 7% of all persons over age 65 
suffer from it, so that 2 to 2.9 million people in the United 
States have Alzheimer's disease. As America gross older this 
number sill increase due to the fact that the prevalence of the 
disease increases with advancing age. Thus, at age 65 
incidence of the disease is ahout 1%, while at 75 it has 
increased to 10-15%, and at age 80-85 it has increased to 20 or 
even 25%, resulting in the average figure of 6.5-7% for all those 
persons age 65 and over. Alzheimer's disease is not simply a 
manifestation of old age. It is a disease, whose course can run 
from 2 to 20 years after symptoms are first recognized. The 
impact goes heyond that of the afflicted individual! it 
constitutes an enormous hurden to individual families and to the 
entire health-care system. It is the numher one destroyer of the 
quality of life in the later years. 



hegins gradually aad often it is months or even years hefore a 
correct diagnosis can he made. While Alzheimer's disease is a 
disease which primarily destroys memory, its initial 
manifestations are often more suhtle, less frank, and they occur 
in the area of feelings and of changed hehavior, rather than in 
overt memory loss. Depending on the personality of the 
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Individual affected by the disease, the symptoms may Include 
depression, Irritability, social withdrawal, decreased work 
performance, and r.caslonally Isolated acts of Inappropriate 
behavior. Sometimes a spouse notices difficulty In the marital 
relationship and may seek marital counseling. At other times 
work performance becomes so poor that the patient may be it risk 
of getting fired or retired prematurely. When any of thesn 
symptoms occur In persons In their 508» 60s and 70s, It Is 
Important to be alert to the possibility of Alzheimer's disease. 

The diagnosis of Alzheimer's disease can be made by any 
properly trained physician. This could be an Internist, family 
practitioner, a neurologist, or a psychiatrist. Unfortunately 
the actual diagnosis Is not often made during the early stages 
the disease but r&ther when memory deficit has become obvious and 
has already reached considerable severity. Diagnosis of 
Alzheimer's In an Individual still living comes about through a 
process of elimination; the ruling out of any other forms of 
dementia that can be brought on by a stroke, excessive alcohol 
and drug use and many other things. A biomedical diagnosis of 
Alzheimer's can only occur through an autopsy. As a result. It 
18 very common to see people diagnosed with Alzheimer's disease 
Inappropriately by a well-meaning physician who has not been 
trained In diagnosis and assessment. 

What Is necessary to make the diagnosis of Alzheimer's 
disease? First, a history of gradual personality change, social 
withdrawal » lessened work performance and evidence of memory 
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deficit. Second* there must be formal documentation of memoi y 
and intellectual deficit usinR anything as simple as the Pfeiffer 
Short Portable Mental Status Questionnaire, the Folstein 
Minimental Status Examination or a more complex battery of 
neuropsychological tests. Third, there must be a thorough 
physical and neurological examination. Including appropriate lab 
tests to check for liver, kidney, vitamin or other metabolic 
abnormalities which could cause reversible memory loss. Finally, 
there may be value ia specific neuropbysiological test procedures 
such as tbe CAT scan, the NMR scan, the electroeacephalogram and 
where available, the PET scan. Unfortunately, in tbe early 
stages of the disease most of these tests are likely to be 
normal. The most important method is still a very, very careful 
history taken from the person who most closely lives with and 
observes the affected person. Most often this Is a spouse. 



Alzheimer's disease bas an increasingly harsb impact on the 
iffected patient. Initially only some mild personality changes 
occur. As the disease progresses, frank memory deficit occurs 
.\Qd the ability to make decisions decreases. As the disease 
progresses further, tbe person's capacity for managing his own 
a^ifalrs, bis own household as well as caring for bis own body, la 
terms of activities of daily living, also becomes impaired. Still 
later, the abiMty to speak, to find words and to respond to the 
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communicat lona of others first decreases* and finally disappears 
altogether. In tbe end» some of the automatic bodily functions, 
like swallowing and toileting functions, also disappear and the 
person becomes entirely dependent on someone else. All of these 
manifestations are the primary nymptr is and the direct result of 
Alzheimer's disease. However, In addition many patients develop 
depression, anxiety, agitation, delusions and paranoid ideas in 
response to their illness. These secondary or accessory symptoms 
further complicate the disease, iacreasiag the patient's own 
suffering as well as the burden to the caregivers. 

Medical Care of the Alzheimer's Patient 

Because we don't yet understand the cause, we can not cure 
Alzheimer's disease. We can only relieve the symptoms, educate 
the family and help them prepare for the inevitable. The 
provision of ongoing medical care includes a number of elements, 
among r.hemi 



• prompt recognition and treatment of other medical 
problems 

• avoidance of hospitalizatioa whenever possible, 
inasmuch as hospitals constitute a hostile environ- 
ment for patients with Alzheimer's disease 

• utilization of simplified diagnostic procedures, 
preferably at home or in an outpatieni. setting* when 
these are required 
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• mLn Lmlzatlon of medications, especially of cardio- 
vascular and psychotropic medication 

• maintenance of physical and social activities 
While the basic cognitive and Intellectual symptoms associ- 
ated with Alzheimer'8 disease are not yet responsive to any 
specific form of treatment, a variety of associated emotional 
symptoms such as depression, paranoia and delusions, agitation, 
hostility, and belligerence are highly responsive to treatment. 
In regard to patients with delusions and those with hostility and 
belligerence the use of low doses of the major tranquilizers. 
Including such drugs as Mellaril, Haldol, etc., often times m a 
single bedtime dosage, are highly productive. Somewhat more 
controversial and complex is the issue of using antidepressant 
drugs to treat severely depressed patients with dementia. In the 
early stages the use of the antidepressant drugs may very well be 
Justified when biological symptoms prevail. On the other hand 
one must be very careful to monitor possible side effects from 
these drugs. The use of psychological Interventions, including 
assisting the patient to cope with the occurrence of the Illness, 
the provision of ongoing tender loving care, including extensive 
physical contact on the part of primary care givers and continued 
extensive social interaction opportunities, may be more helpful 
than antidepressant drugs. Also the use of physical exercise, 
af.d such activities as dancing or involvement m music activities 
may also be helpful. 

7 
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The best place for patients wtth Alzheimer's disease is Id 
their own home. It Is my opinion that with appropriate support 
approximately 90% of patients with Alzheimer's disease can be 
cared for at home for some 80-90% of the duration of their 
illaess. However, this Is not the current situation. 
Alzheimer's patients are more often than not being Institution- 
alized earlier than Is necessary. If this continues the eventual 
cost, first to the family and subsequently to the state and 
federal government, largely through Medicaid payments for nursing 
home care, will constitute a "budget buster" at both the state 
and the federal level. As you know state legislatures and the 
federal government have already begun to experience the dramatic 
impact of the coming Increases of these expenditures. Unless we 
make It more feasible for families to care for patients with 
Alzheimer's disease at home for longer periods of time, the 
results will be both humanly and fiscally irresponsible. 

tn this regard the families of Alzheimer's disease patients 
are a precious resource which we can 111 afford to exhaust or to 
stress to such a degree that they themselves become patients. 

Criteria for Institutionalization . For those that must be 
Institutionalized we have established a number of criteria to 
assist families In determining when a patient should be admitted 
to an institutional care setting. These Include: 



• Inability of the patient to participate Id his own 



self care 
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• Inability of tbe patient to cooperate in his own 
self care 

• paid caregiver quits or becomes disabled 

• the primary caregiver, for whatever reason, can no 
longer continue to provide care 

There are many reasons for the difficulty in determining the 
appropriate time for instltutioDalizatioD. Tbe possible views of 
others in the family about such a move, like feelings on the part 
of the caregiver of guilt and failure in being unable to continue 
to care for the patient at home and fear that the patient may not 
receive good care in a nursing home all affect the decision-* 
making process. Some of these fears can be overcome by coun- 
seling the family about the wisdom of making such a decision late 
in the disease and of carefully choosing an appropriate nursing 
home for the patient. 

Alzheimer's Special Care Units . Some experimentation is 
currently beginning to develop in the area of specialized nursing 
home units for Alzheimer's disease patients. A number of nursing 
homes have established specialized units in which only 
Alzheimer's disease patients are cared for. These generally 
require less in physical care of the patient and much more 
Intensive Interpersonal Interaction and some increased staff to 
patient ratios over those provided for othp nursing home 
patients. Again training of staff is vitally important. Such 
specialized units may cost slightly more than standard units to 
operate but I think are very worthwhile to be considered. 
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The Impact of Alzheimer's Disease on the Family Cf^regtver 
Alzheimer's disease really produces two victims, the patleot 
and the primary caregiver. Caregivers must make enormous 
adjustments to the occurrence of Alzheimer's disease. They must 
gradually assume Increasing responsibility for their affected 
relative. I often refer to this situation as having to live with 
a "siege mentality" in which they must constantly be alert to 
further changes in the patient's behavior as the disease advan- 
ces. Rabins and Mace have referred to this state of affairs as 
experiencing a "36-Hour Day." The lives of Aiany family care- 
givers become severely restricted to providing care for their 
relative and nothing else. Many times an Alzheimer's patient 
will out-live their caregiver, due to the health problems 
brought on by stress and the Increased burdens of the day co day 
act Ivl ties . 

Services Provided to Family Caregivers 

In an effort to ease the burder. of being an Alzheimer's 
patient caregiver and to ease the cost by providing alternatives 
to institutionalization, the medical and social services 
communities have devised a number of services that are available 
to the caregiver. 

As a result of a conference that the Center conducted in 
Atlar.r.a, Georgia last August, a manual on "Issues in Long-Term 
C'±re: Case Management, Elderly Abuse and Protective Services, 
Guardianship, and Respite Care" is now available from tt e Center. 
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Tbe naoual atidresses issues tbat every caregiver should under- 
stand and provides bcilpful up-to-date Information that Is vital 
to being a bealtbjy successful caregiver. 

Case-Management Services. Given tbe complexity of tbls 
disease and Its Impact on many areas ol functioning In botb 
patient and family caregiver, tbe need for '^ase-managemeot 
services Is obvious. Case management is a service wblcb assesses 
tbe functional status of botb patient and caregiver » and on tbe 
basis of tbls assessment, designs and arranges for tbe most 
appropriate package of services suitable to tbat family In a 
specific community. Case management Is an ongoing function wblcb 
reassesses tbe family's status and redesigns tbe appropriate and 
needed services as conditions cbange. Several excellent manuals 
on case-management services are now available (see list of 
references). 

Family Support Groups. Family support groups constitute 
a most Important service for family caregivers. Family support 
groups accompUsh a number of goals for family memberst 



• tbey provide onder standing of tbe dlseasoy Including 

Its diagnosis, ongoing medical management, long-term 

outcome and prognosis 
^ they can provide emotional support for Individuals 

coping with tbe Impact of tbe disease 
^ tber can provide practical solutions and specific 

coplnt strategies for tbe various stages of the 

disease 
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# tbey caD provide iDformatloD about available 



commuDlty services to Ilgbteo tbe caregiver burden 



of tbe family member 



A member of our staff at tbe Suocoast GeroDtoIogy Center, 
Lillian Ulddleton, U.S.ff., bas written a valuable manual entitled 
"AIzbelmer*8 Family Support Groups; A Manual for Group Facili- 
tators." Tbls manual provides assistance for tbe development, 
organization, and maintenance of support groups for family 
members of Alzbelmer's disease patients and Is available from the 
Suncoast Gerontology Center. 

Respite Care . Caregivers participating In family support 
groups have Identified tbe various forms of respite care as their 
most Important unmet need In permitting them to continue to care 
for their affected relative at home. Respite care can be 
provided in a variety of settings. For tbe most part it provides 
respite from tbe caregiver duties to tbe family member. Some 
forms of respite care also offer specific services directly to 
patients. 

The three most common forms of respite caro being developed 
but not yet available In every community. Include: 

(a) adult day care. Including day-care programs special- 
izing In the care of Alzheimer's disease patients; 

(b) In-home respite-care services, utilizing either trained 
or untrained respite-care workers to provide episodic 
or regular periods of relief to the family caregiver; 
and 
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(c) sbort-term Institutional respite care programs in which 
patients are admitted to a specialized nursing home, 
hospital, or congregate living facility, while the 
primary caregiver is able to go on vacation, attend to 
business or to medical care problems. 
Grief Support Groups . Care of the family caregiver does not 
terminate with the death of the patient. It is Important to 
provide some opportunity for grief support and for grief resolu- 
tion for these patients who have been in an intense caregiver 
situation for many years. Often the process of grief resolution 
Is complex because of feelings of guilt and anger on the part of 
the family caregiver and because the almost all encompassing role 
of caregiver gives way to a relatively "roleless" existence. As 
part of such grief support, group explorations are then begun on 
how to best resume life and what alternative's the family member 
has for "life after Alzheimer's disease." Some family members 
wish to continue to work with the issue of Alzheimer's disease. 

The Impact of Alzheimer's Disease on the Health-Care System 
The Impact of Alzheimer's disease on the health-care system 
Is also a massive one. Alzheimer's disease and related dementing 
disorders account for approximately 50% of persons admitted to 
nursing homes. The cost to government, both state and federal, 
has increased massively for nursing home care; a large proportion 
is for care of the Alzheimer's disease patient. Up until this 
time, care for the patient is paid almost entirely by Medicaid, 
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through hoth federal and state sources. Medicare does not make 
any slgnlflcaot contrthutton to the long-term care of Alzheimer's 
disease patients. I will address this again In my recommenda- 
tions. 

A Perspective on Research Efforts In Alzheimer's Disease 
Despite the fact that the press and the electronic media 
report "hreakthroughs" In Alzheimer's disease research with some 
frequency, giving the impression that the problem is almost 
totally solved, the actual facts are otherwise. What Is 
happening Is that significant advances in our research unde r- 
standing of Alzheimer's disease are misinterpret ed as hreak- 
throughs in either the clinical cause or clinical cure of 
Alzheimer's disease. Unfortunately this often produces high 
hopes and deep disappointment for many patients and families. 
For this reason I would like to offer a somewhat more halanced 
view of what progress is helng made in Alzheimer's disease 
research. 

It is my interpretation of the various hlomedlcal research 
efforts that suhstantlal and encouraging advances have heen made 
in understanding the pathological processes Involved in 
Alzheimer's disease, hut tt\ls understanding is far from complete. 
In terms of arresting the further death of hraln cells, only 
minimal progress has heen made so far. I would estimate that 
full understanding of the Alzheimer's disease process is some 
5-10 years off, while successful efforts to arrest the disease 
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may be some 5-15 or even 20 years off. Research In this area is 
excrefflely complex, expensive and cballenfEing. Support is needed 
for long-term research efforts from hoth governmental and private 
resources. 

The five most promising research ideas currently being 
pursued include: 

(a) the acetyl choline theory which assumes that the 
neurotransmitter substance (acetyl choline) Is defi- 
cient and Is either causally or concomitantly related 
to the disease; 

(b) the viral theory which assumes a virus, vlrus-Ilke, or 
suh-viral particle infects hraln cells and causes 
eventual deatii of these cells, thus causing the 

f1 Isease; 

(c) the Immune deficiency theory which assumes that 

flclencles In the aglns immune system contribute to 
the body attacking its own cells, specifically brain 
cells required for memory and Intellectual functioning; 

(d) the heredity theory which assumes that complex heredity 
mechanisms (genes) are responsible for at least some 
cases of disease; and 

(e) the toxic effect theory nlch assumes that as yet 
unidentified toxic suustances from the environment 
reach the involved brain cells and cause their death. 
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Each of tbese theories bas a slgDlflcaot body of researcb 
flDdlDgs to support it, aod of course comblaatloDs of these 
several theories are also dlstloctly possible. 

Tbe SuDcoast Gerontology Center's '^Attack op Alzheimer's Disease 
Alzheimer's disease is the Suncoast Gerontology Center's 01 
priority, ffe are committed to finding a cure and Improving our 
understanding of how to care for patients and families alike. 
Currently the Center is conducting research In the following 
areas: 

1) the improved diagnosis of Alzheimer's disease, 

2) the effect of experimental drugs on symptoms of 
Alzheimer's disease, 

3) the effect of day-care and In-home respite care 
services, 

4) the underlying biomedical causes of Alzheimer's 
disease, 

5) the collection of epidemiological data on Alzheimer's 
patients to establish an Alzheimer's Disease Registry, 
and 

6) the utilization of neuropsychological computer tests in 
early diagnosis of rhe mild to moderate stages of 
Alzheimer's disease. 
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We have just completed the establishment of a $1 mtllton Endowed 
Chair on Alzheimer's Disease which we hope to have filled by the 
end of 1986. It Is the second of its kind, the first being 
located at the University of California at Sao Diego. 

The SuDcoast Gerontology Center also provides a range of 
services for both the patient, the family and the health-care 
professionals that serve them. For the patient, we conduct a 
Memory Disorder Clinic to diagnose Alzheimer's disease and to 
provide treatment of symptoms which are associated with the 
disease, such as depression, agitation, hostility, and delusion. 

For the family, the Center provides the following services: 

1) support and practical planning 

2) family support groups 

3) advise on available community resources including 
day-care, respite care, and guardianship 

4) assistance in maintaining patients at home for as long 
as is beneficial to both the patient and the family 

5) assistance to families In making decisions about 
Institutional care, and 

6) grief counseling and grief resolution programs. 

For health-care professionals and other service providers 
the Center provides training in the diagnosis and management of 
the disease to practicing primary-care physicians, information on 
available community resources and research developments 
concerning the disease, and training to respite-care and day-care 
workers. 
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RECOMMENDATIONS 



My recommendatloDS for the federal governmeot 's role Id 
long-term health care, particularly in the diagnosis, treatment 
and cure of Alzheimer's disease changes 1d the fiDaoclal coverage 
of services under Medicare that will maximize the ahlllty of 
family memhers to coatloue to care for their afflicted relatives 
Id the homes, and a hlomedlcal research program that will 
ultimately allow us to understand and stop the disease. 



The Establishment and Funding of Day-Care Progr ams 

Famll 'lemhers of Alzheimer's disease patients have 
indicated to us hoth locally and nationally that the avallahlllty 
of specialized day care programs for Alzheimer's disease patients 
In local communities constitute one of the highest priorities. 
This would give family caregivers a much needed respite and would 
provide a stimulating and varied environment for patients 
affected hy the disease. At the present time no puhllc funding 
for such facilities exists and only a very few programs of this 
nature are availahle, even though they are much needed. There 
ohvlously Is a reciprocal relationship hetween the avallahlllty 
of funding for such programs and the estahl ishment of such 
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programs and It is our recommendation that such programs be both 
established and funded through nubile programs tor the benefit 
of patients and faroliles afflicted by Alzheimer's disease. 



Medicare Coverage of Psychiatric Services to Treat Secondary 
Symptoms 

We recommend that tbe physical barriers to the utilizatioD 
of psychiatric services to treat the secondary or assocl<:ted 
symptoms of Alzheimer's disease (depression, agitation, 
delusions) be removed, so that family members will have ready 
access to approprlv\te treatment of these behavioral manifes- 
tations. If this is provided, many more patients with 
Alzheimer's disease can remain in their homes for longer periods 
of time. 



Medicare Coverage of Limited Respite-Care Services and Nursing 
Home Care for Patients in the Late Stages of the Disease 

We recommend that federal legislation be amended to make 
available a new covered benefit under Medicare to provide a 
limited number of respite-care days in nursing homes as well as a 
limited period of time for intermediate care in nursing homes for 
patients in the late stages of Alzheimer's disease. Such 
benefits, to be awarded only when -adequate assessment and 
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By th« year 2,000 there will bo 40 million people over age 
65 In Amorica. The need for Improved lonx-torm hoalth cur© and 
research Holutione that will addreea the health probleme of 
old aice will continue to groi. We appreciate that tn an arena of 
budget conetramte very careful and prudent calculationa of the 
potential cost of any or all of these programR must be made prior 
to any attempt to implementation. However, we similarly 
belie/e that the research and development being conducted by 
the Long-Term Care Gerontology Centers will result in the 
eventual reduction of long-term care public costs. 

We are grateful to you, Chairman Waxman and Congressman 
BlUrakls, for your vigorous support of our efforts at the Long 
Term Care Gerontology Centers to improve the lives of older 
persons in Florida, California and the nation. ! am especially 
grateful for your dedicated effort on behalf of patients and 
families affected by Alzheimer's disease. We again wish to thank 
you very much for the opportunity to participate tn this 
Important hearing. 
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Mr. Waxman. Thank you very much. Thank you for those very 
specific recommendations. 

You know, we usually think of treating disease based on a medi- 
cal model or what is called acute care. You have a medical prob- 
lem, you go to a doctor. You go to a hospital if necessary, take your 
medicine, and recover. 

But, Alzheimer's does not fit into that category and our Medicare 
system is based on that model, based on pa3ring for those services 
where acute care is needed to recover. So, we do not have Medicare 
paying for what are called social services like adult daycare. And, 
of course, we know Medicare does not even pay for the prescription 
drugs and we have limited, extremely limited, mental health bene- 
fits. 

Now, Alzheimer's patients need medical services but they also 
need these other types of services. 

I would like to hear from you what tjrpe of services, if we are 
looking at expanding Medicare, that we ought to have Medicare 
pay for, and maybe a voucher system or some other way, that 
would be related to some of the care needed by Alzheimer's pa- 
tients 

Dr. Pfeiffer. Well, I would like to respond to that because you 
are certainly ri^ht that this is a long-term care problem wluch 
probably epitomizes long-term care issues in general in this coun- 
try. 

It is probably the largest of the long-term care problems. Medi- 
care does cover some of the costs of direct care of Al^eimer's dis- 
ease patients in hospitals and a minimum amount in outpatient 
settings. 

What is totally not covered are any services which essentially 
allow family members who currently provide fully 80 percent or 90 
percent of the service to Alzheimer's disease to continue to do their 
job, because we see the other side of that. 

If families are not supported in this, they will, much earlier on, 
be unable to continue to care and have the person go into a nurs- 
ing home, downspend their dollars, which, in the average Ameri- 
can middle-class mcome, may be somewhere between $10,000 and 
$20,000 that somebody has in their accounts, downspend it and 
then become a public responsibility when they go onto Medicaid 
coverage. 

We wish to support a system of services to families that will 
allow them to care for Alzheimer's disease longer for two reasons: 
One is because it is the best place for the patient, and second, be- 
cause it is probably the least expensive place to provide long-term 
care. 

These services that we have found useful have included faculty, 
family Bupport groups. We have been very active in stimulating the 

frowth of family support groups. In this area, there are now about 
0 support groups, about 25 of which we have taught how to do it. 
When we talk to the people in family support groups, the next 
thing they need is dayccure and respite care. And I mink this is 
coming out of their own pocket. In addition, I think there are not 
enough services available as yet. 

The State of Florida has taken a stand and recently created a 
small amount of money for State-funded daycare services. The 
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State has further developed a number of Alzheimer's disease 
memory disorder clinics at its three medical schools, and one asso- 
ciated medical center, and some respite care services. 

But this is a miniscule step in the total magnitude of the number 
of patients with Alzheimer's disease in this State and in the Nation 
as a whole. 

As we examine various options of support, these options for day- 
care services and for in-home respite care services, and for informa- 
tion dissemination in which we are very active and very strongly 
support, are at a minimal cost compared to years and years of in- 
patient nursing home care at the public expense. 

I think it will need some small additional commitment in order 
to avoid longer costs down the road coming out of both the State 
and the Federal public purse. 

Mr. Waxman. So, if we as policjonakers are going to decide how 
to approach this problem and where to put the money, if we think 
only about paying for that nursing home care and nothing else, we 
are going to be putting more people in the nursing homes probably 
earlier than otherwise would be the case. What you are suggesting 
is, we put money into services that will allow patients to stav at 
home. We need to have daycare centers and respite care and help 
the families through support groups to learn how to cope with this 
whole thing and not push people into nursing homes. 

Dr. Pfeiffer. Yes. Well, you have heard some of the heroic state- 
ments of some of the caregivers. In my human experience I have 
never found such heroics as those families you have taking care of 
Alzheimer's disease patients. It is really a tribute to human 
strength and courage to see that. 

But, they can only do this so far and I think rather than wait 
until their last dollar has been spent and then throw them on the 
public purse, I think to support them while they still have their 
own resources will make those resources go further and oftentimes 
will not require, as you have heard in some of the examples cited, 
any lengthy nursing home care at the public expense. 

Mr. Waxman. Let me ask you this, as a medical expert who 
deals with Alzheimer's. Very often we hear about Alzheimer's as if 
there is virtually nothing that can be done to help these patients. 
Many people believe the best we can do is simply put these pa- 
tients in some kind of setting and let the disease take its course. 

But, I would like to know, are there things that can be done? 
Can depression be treated? Is treatment available to overcome 
some of the conditions associated with the disease? Is there some- 
thing that can be done medically, first of all, that can improve the 
quality of life for Alzheimer's patients? Second, where something 
medically can be done, does Medicare pay for it? 

Dr. Pf^iffer. A very cogent question. Yes, there are a number of 
things that we can do. First of all, as I said, an accurate dis^osis, 
and second, a humane way and a hopeful way of communicating 
that diagnosis, and third, trying to set up a system of support. 

In addition, while current knowledge in medicine does not 
permit us to reverse the brain cell death — this will come only 
through research — a number of patients with this disease simply 
experience memory loss without significant changes in their per- 
sonality structure. 
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Others do experience very disturbing additional symptoms— delu- 
sions, hostuitv, aggression— much of it stemming from the frustra- 
tion of not being able to do ^hat one used to be able to do. It is not 
that they become hostile. They become frustrated in the process, 
lilt out at other people. 

Oftentimes, counseling and medication can diminish this so it be- 
comes a momentary incident, also blissfully to be forgotten by the 
patient, rather than a change in personality toward a hostile 
status. Similarly, depression in response to the fact that one can no 
longer do what one used to be able to do. 

Can we treat it both psychologically and through medication? 
This requires very close supervision of medication, however, be- 
cause Alzheimer s disease patients are very sensitive to some of the 
side effects. 

Does Medicare pay for it? It currently pays 40 cents on the dollar 
for such services with a total limitation of $250 per year on an out- 
patient basis. This is inadequate. I think this benefit should be 
made on an equal basis with general health care aspects, not treat- 
Hig this as a mental disorder only, almost as if though this was the 
patient s own responsibility. 

I think this is shortsighted and in the long run too expensive. I 
would recommend that we place the psychological counseling serv- 
ice on a par under Medicare coverage with general health care 
services. 

Mr. Waxman. So, in other words, if you go for medical care for 
Alzheimer s there is a limit on it because it is— under the law- 
categorized as a psychiatric problem? But if you went to a doctor 
and wanted medical help for a kidney stone you would get reim- 
bursed for the care there in a different way? 

Dr. PmFFER. That is correct. I think the system is prejudicially 
arranged as it relates to mental disorder. Alzheimer*s disease is 
under this for reimbursement purposes, not for our understanding. 
Alzheimer s disease is 

Mr. Waxman. Medically, it is not any different, is it? It is a dete- 
"watira of bodily functions; it is a physical problem or disability. 

Dr. Pfeiffer. It stems from this, Chairman Waxman, that Alz- 
heimer s di^ase is a physical disease affecting nerve cells but one 
of its manifestations is changes in behavior. This fact, at times, 
gets interpreted that this is a mental disorder. 

It clearly produces changes in behavior such as changes in 
memory and depression and hostility. But it is caused by death of 
brain cells that are in no wise the responsibility of the individual 
who has the disease or his family. 

Mr. Waxman. Thank you very much. 

Mr. Bilirakis. 

Mr. BiLHUKis. Thank you Mr. ChairmaLv Dr. Pfeiffer, it is good 
to see you again. Thank you so much on behalf of all of us for the 
great work you do on this subject. 

Sir, with the increase in the rate of elderly in this country, we 
will have a continued growth in the number of Alzheimer's victims. 
I tWnk we can safely assume that. And with that will come the 
need for trained health professionals to care for these people. 

So I ask you, do we now have a shortage, in your opinion, of 
health professionals who can accurately diagnose and treat Alzhei- 
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mer's? And, if we do, what in vour opinion, could be done to correct 
the situation so that we can better meet the needs of the future? 

Dr. Ppeipper, Several years ago relatively few physicians were 
verv knowledgeable about this disease. This has beRun to change 
and now I think in every community there is a handful of individ- 
uals who make this an area of special competence and expertise, 
while it is not yet a generally well known illness. 

What we can do about it is to invest in training of health care 
professionals and associated health professionals such as nurses, 
doctors, social workers, at our schools of medicine, to assure that 
this gets taught, not only for the next generation of health care 
professionals, but for those generations who, like myself, never had 
any training in geriatrics when we went through our schools. 

I think it needs to be included in continuing medical education 
programs and I think the medical schools and health centers in 
(^.eneral have a responsibility in this, but I think they need stimu- 
lus both in terms of reward systems as well as mandates that this 
be done. 

Mr. BiURAKis. What sort of stimilus or reward systems? 

Dr. Ppeiffer. Well, I think the national network of long term 
care and gerontology stcuidards has probably been the most re- 
markable of the efforts that the Administration on Aging has sup- 
ported in widening the understanding about this disease. 

It has on a regional basis created a network of one regional 
center per region and that regional center then has been mandated 
to provide education and training in the surrounding States in the 
region. 

We have had that mandate and have carried this out until re- 
cently when AOA funding for this was discontinued* 

Mr BiURAKis. Should we, in some way, tie in some of the Federal 
funding — the Medicare funding, for instance, that goes into resi- 
dencies, things of that nature — somehow tie some of that in to basi- 
cally encourage and motivate more study in this area? 

Dr. Pfeiffer. The mechanism for doing so, I believe, should be 
added on, not substituted, in order to show that we are serious 
abovL this. M> own view is that for every dollar invested in train- 
ing I think the payoff is going to be greater than almost anything 
else we can do, actually, in terms of service delivery. I think the 
multiplier efTcH^t of training is extraordinarily high and I think the 
stimulus at the Federal level would be very important in this. 

Mr. BiURAKis. Tbaik you. Doctor, it is my understanding you 
have done some w. in assessing the status and functioning of 
Alzheimer's patients. If we were to develop a Federal policy, as we 
have been discussing here, that would target payments or pro- 
grams to Alzheimer s patients — ^your voucher system concept, if 
you will, or whatever— is there a way to determine who would be 
eligible and how to assess the progress of the disease and the need 
of services? 

Dr. Pfeiffer. Yes, sir; there are. But it is not a simple mechani- 
cal solution. There are a number of psychological t^ts, some of 
them very brief, some of them very reuable. But there are also in- 
dividual personal factors that really require a case-management 
strategy to assess what is needed at a particular given point in 
time. 



3117 



305 

This ip^Iudes not only assessment of the patient but, important- 
ly, asser nent of the caregivers that are available and the ability 
of them to take on the burden, whether they have a iob or not, 
whether thty have the psychological makeup, whether they can be 
taught to take on this responsibility. 

Tliere are assessment mechanisms but I would counsel against 
any mechanical application of an assessment procedure without' 
the intervention of a clinician to integrate these findinf^ from as- 
sessment procedures. 

Mr. BiURAKis. Well, anything that takes place toward that end 
hopefully would include your input. Dr. Pfeufer. I might add, Mr. 
Chairman, that certainly we. Members of Congress, are also learn- 
ing about this disease. I know Dr. PfeifTer furnished my office with 
a film a few months ago on Alzheimer's and we sent out notices to 
the Members of Congress to congregate at one particular location 
and take a look at the film. There were a few Members or stafT 
that attended. 

Actually these hearings and the things we are doing up there in 
our hearings are basically not only educating us and educating the 
general public, but also a need as far as Members of Congress are 
concerned. That is the only way we are really going to be able to 
tackle this. 

I appreciate, again, your coming, sir. Thank you Mr. Chairman. 
Mr. WAXMAN. Thank you, Dr. PfeifTer. 

Our next panel will focus on the issue of financing of services for 
Alzheimer's disease victims and their families. 

Ms. Larelle Szumski is director of Social Services at the Bav Tree 
Nursing Center which , serves many Medicaid patients with Aldiei- 
mer's disease. Mr. W.B. Mackall is Special Assistant to the Director 
of the Veterans' Administration Medical Center in Bay Pines. Tliat 
center treats veterans with many dementing conditions including 
Alzheimer's disease. And representing the Health Insurance Asso- 
ciation of Amerca is Mr. Henry Arnold who is vice president for 
Sales of the Gulf Group Services Corp. in Jacksonville. Mr. Arnold 
will discuss what the private health insurance industry is doing to 
cover services for Alzheimer's patients. I would like to ask this 
group to come forward, please. 

We want to thank the three of you for joining us here today. The 
testimony you have submitted to the subcommittee will be included 
in full in the formal record of today's hearings. I would like to ask 
you to please take 3 or 4 minutes to summarize your comments 
and then we will have some questions for you. We would like to 
hear from each of you before we begin with questions. 

Ms. Szumski. 

STATEMENTS OF LARELLE A SZUMSKI, SOCIAL SERVICES 01- 
RECTOR, BAY TREE NURSING CENTER; WILTON B. MACKALL, 
SPECIAL ASSISTANT TO THE DIRECTOR, VETERANS' ADMINIS- 
TRATION MEDICAL CENTER; AND HENRY A. ARNOLD^ ON 
BEHALF OF HEALTH INSURANCE ASSOCUTION OF AMERICA 

Ms. SzuBCSKi. Thank vou. Representative Waxman, I am very 
honored to be here. I told, in my lengthier testimony, some of the 
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stories of the victims of Alzheimer's and other kinds of long-term 
illnesses with which I deal daily. 

My testimony, however, could never equal the honesty, the cour- 
age, and the poignancy of the stories you have heard already today. 
Long-term care is a difficult problem ^;nd something we must all 
look at very carefully. It is in all of our futures. It is everyone's 
responsibility to be a part of the cost of long-term care. 

We have a larger aging population. We have a population that 
will grow and need help. I am going to be one of those aging baby- 
boomers. I am going to need help. How many young employed tax- 
payers will we have to support that? We must rethink out atti- 
tudes toward who is going to pay for us. I think it is a moral re- 
sponsibility. I have witne&»ed decreasing financial support for gov- 
ernment programs in the years I have been in this field. 

Sometimes people feel they are being sold down the river. They 
come in my office and they lay their Medicare card out, then lay 
down all the other insurance cards they have and I have to tell 
them I cannot help them, they cannot use that. 

I have to tell them, people who are proud, that they will spend 
their money and they will apply for Medicaid, lliey will be on wel- 
fare. I have to tell wives, yen will have to survive on as little as 
$84.42 a week so that your b' sband can receive care. 

I will search, I will call, i will beg, I will borrow, to find answers 
to help the problems. But I do not have ill the answers. I need help 
and I am very glad you asked me. I love my work very much, but I 
cannot fix it. We need custodial care insurance. We pay for every- 
thing else. We pay to prevent fire and floods, in case we get ii^ured 
in auto accidents. We need to pay in case we need long-term care. 

If there is only 10 percent, as Dr. Pfeiffer just told us, I think the 
other 90 percent of us would be able to support a program like 
that. We are at a crossroad. Alzheimer's disease is not the only 
chronic long-term devastating illness. I have spoken of many of 
them in my testimony. 

There are a lot of ways to try and solve the problem. I do not 
have all the answers but I know we need help. I think we must 
realize we cannot save for inheritances any longer. But we must 
save to care for ourselves. We must develop creative, cost-effective 
ways to provide long term care in the home and perhaps intermedi- 
ate facilities, and in long term facilities. 

I care very much about every one of you and I hope that this 
hearing will solve problems. I am really glad that you asked me. 

[Testimony on p. 326.] 

[Ms. Szumski's prepared statement follows:] 
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STATEMENT OF URELLE A . SZUHSKI 

Th« tin* for action is ov«rdu«« Thanks to th« publicity attachad 
to tha financial davastation asmociatMl Hith th« long torn car* 
nwadm for victim of Alzh«iMir*B DisaaM, th« plight of our 
nr.tion's aldarly Mho nwad long tc/rn car* and Mho lack th« 
rsmourcM for that car* has com to our attention* Th« assistance 
prograes in sKistancs today are •ffsctiva, but thsy do not 
■ncoepass many of the cases Nith Mhich I aust deal cwi a daily 
basis. X a« a Social Service Director in a long tere care 
f aci 1 i ty and X Hi tness the i gnor ance , SMbar asseent , co?if usi on , 
disillusio n eent, and devastation Mhich faces the victiSiA and their 
fa«ilies« The action X mm calling for need not coae solely fro« 
you, our elected representatives, nor ffust it coee fra« yet 
another governeent progra« for Mhich Me have dwindling sources of 
revenue. There is a aoral issue involved in seeing that each 
citizen receive adequate health care throughout. Ii5e and it is 
everyone's responsibility. 

Xn order to understand the proble«s, Me eust first eMaeine the 
program as they noM exist. They are as folloMs: 

MEDICARE 

Medicare is the federal health insurance prograe offered to 
individuals Mho sre over &S or disabled Aaericans. Xn the Icxig 
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tmrm car* matting^ it provldam up to lOO daym cov«rag« Mlth th« 
following crltarla: You mui t 

i. Hava m mlnloium 3 day hospital sta, . 

2- Raqulra aklllad nuralng car* in a long frm care aattlng 
within 30 days of discharga from th« hospital. 

Part A bsnafits provida 20 days of full covsrags for room, board, 
and nursing car.. On the 2lst day, the patient is currently 
responsible to pay «61.50 per day toward his care- This amount 
car be paid by a supplemental insurance, if the person has it- 
Part B pays 80% across the lOO days for ther.ipy, medication, 
physicians, labwork, and equipment- 

This will be helpful sf ^ong as the patient remains at a skilled 
level- Most victims of chronic illness like Alzheimer's Disease 
or Parkinson's Disease never use their Medicare benefits in a long 
ter» care setting- On admission, they are normally not at a 
skilled level of care- Even if they suffer a hip fracture or 
stroke, coverage cannot be substantiated for long- They are 
unable to follow the instructions of a physical therapist and 
cannot be rehabilitated. H-M-O-'s are covered under the same 
criteria and offer even less benefits, at times- 

I could go into another testimony entirely regarding H-M-O-'s and 
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th« changvB in n«dlcar« cov«rag« for mymn •hort t«rn cat*, but 
that Hill bm mmymd for another hMrlng. I1«dlc«r« covaraga in th« 
long tsrn car* facility has aarkvdly d»crMBvd. Mora and inora 
•Idvrly ar« having to pay -for th« cost o-f avsn a tMo Month 
rahabilltatlva stay at «4000 - «SOOO par stay. 

Madlcara pays for on« hundred days. What about th« hundreds of 
daym that thama patiantm Mill raqulra cara? 

PRIVATE INSURANCES 

Tha bulk of nadlcal Insuranca pollclas today ara daslgnad to 
Bupplamant Madlcara or to provida for sklllad cara patlants. If a 
patlant Is admlttad for custodial cara, tha «ast halp ha can 
axpact Nlll ba for his oMidlcatlons and physician. SomatlMS 
aadlcatlons ara not covarad. Evan ona of tha Most coaprahansl va 
MfRployMA Insuranca prograns * Qanaral Motors UAW Blua Cross - Mill 
only pay for cara In a long tarM cara facility aftar Hadlcara 
exhausts and If tha patlant continues to raqulra sklllad cara. 

Howavar, Insurances can place other restrictions cwi patients. A 
skilled terminal care patient Mho had paid preffllums on an extended 
care policy could not get benefits because our facility »«as not 
J.C.A.H. (Joint Commission for Accreditation of Hospitals) 
approved. We are a skilled nursing facility Mlth a superior 
rating from the Florida Department of Licensure. We are Medicare 
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.ipproNffd, VA apprQvad, and riwJlcald approvwl for mkillml and 
lnt«rnwdlat« car*. W« hav« an •xc«ll«nt raputatlon for 
rahabllltation. Y«tf b«caua« w« chose not to pay tlSOO - t2000 
for an Inapectlon by J.C-A-H-, thla patient received no coverage 
from her Insurance. She chose to stay with us because her 
daughter lived five minutes away, and she did not want to make 
another change at the end of her life. Luckily, she died and only 
had to pay for three months care after her Medicare exhausted. 

I receive frequent calls from older people asking about an 
Insurance policy someone Is trying to sel 1 them. They want to 
know If It will pay for long term care. 99X of the policies with 
whlrh I am famlllary do not cover custodial care. The smart ones 
are the ones who call. Many older Americans are being cheated by 
promises of "nursing home coverage** or "we pick up what Medicare 
doesn't**. Most of the people I have had contact with are willing 
to pay for Insurance for custodial care. Very few policies are 
available. Due to the recent request from our government for 
custodial care policies, some companies are beginning to offer 
them. This will help the future. What about those who need help 
now? 



MEDICAID 



Medicaid Is a state regulated financial assistance program for 
long term care. Federal quldelines are set for the program, but 
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Mch Btata is allOHvd to run th« progran as it fit. Florldsy 

du« to its high concsntratlon of •ld«rly> has incoM Halts lower 
than th» F«d«ral guldallnas. Th» financial qualification for long 
tarn car* ar« that an individual hav« assatB Imb th« •ITOOy and a 
■onthly incoM Imb th« (F«d«ral guidalinvB for inco«» ar« 

currsntly •1008.00). 

"PiiB progran workB m«11 for thoBB who fit tha criteria but th«r« 
ara Mny casM who do not. If a patient haB a Monthly incoM of 
•1100. OO9 h« cannot qualify for aBBiBtanca. Yet the coBt of long 
t«r« care can run froa •ISOO.OO to ^2000.00 a nionth or morm, 
depending on the coet of eedicationB, rooe, board, ancillary 
■erviceBy and physician feee. The person becomee lost in the 
injustice of the systmn. If the patient is lucky, I Mill find a 
placement for hin with a long tere care facility that will accept 
hie for his Monthly incoee. Although ey facility accepts Medicaid 
patients, they will not keep these people because doing so would 
increase the amount charged for private pay. Usually, I do not 
adeit thee and attempt to direct them to a facility who will keep 
them, BO they do not have to suffer yet another change. 

If the patient qualifies for assistance, he or she must pay all of 
his mcxithly income, less eSO.OO for personal expense, each month 
for care. Then Medicaid covers the rest. However, there are many 
costs for patients Mhich are not covered by Medicaid such as 
haircuts, over the counter medicines which are ordered by the 
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physician, clothlnQt p«rMm«l tQlvtrl««» vtc. and wumt ctmm from 
thmir pmrmanml rMourCM. FmIUm hmlp out or tho nursing hoMi 
flvM tfHi patlvnt donatod clothing, ioaohow mo oonogo. 

If tho potloht Is Mrrlod, th^o i» anothor aldo of tho coin. Tho 
MOll ftpouao oay hoop tho hcMM thoy oharo, a car, and Mhatovor 
■off>oy ho or oho can protoct boforo applicatior for Hodicaid. 
Thon, ho or oho oust llvo on ono incooo inatoad of two. Thoy oust 
contlnuo to pay for oloctriclty, oortgogo payMmta, rapalra and 
uptioop on tho ho«o, tholr own hoalth caro nooda, food, clothing 
and othor bills. In tho caoo of a Mifo Mho novor Morkod outsido 
tho h€MW, currontly hor incooo can bo ralsod to 0366.00 por oonth 
through a contribution froo hor husband's incooo. Mhon oho ooots 
that incooo, oho is not boloM tho povorty lino, oo oho quaiiflos 
for no assistanco prograoo. Whm oust ourvivo on 084.46 por Mook. 

Lot us OMOOlno a typical oxaoplo of tho custodial caro patlont In 
a long toro caro facility. nr. J. is in his oid 70's. Ho has 
boon living at hooo Mlth his Mifo Mho is also in hor 70's. Ho has 
Altholoor's Diooaoo and* for tho past f ivo yoars, has had 
dMlndllng oontal and physical function. His Mifo is no longor 
ablo to caro for hio at hooo and tho coot of 24 hour hooo caro is 
prohibltivo. On adaission, Hr. J. is aobulatory but ho Mill 
Mandor oMoy if not oonitorod. Ho has a short attention span, so 
ho oust bo fod bocauoo ho forgots to oat. Ho has poor ousclo 
control and Is incontinent of boMol «nd bladdor. Ho bocooo s 
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MBlly l«pact«d bacauM ha forgats to drink •nough natar and his 
body doM not digast food Hm appaars to bm confuavdf but 

•omm of th« confusion stMiB fro« th« fact that h« cannot r««Mb«r 
th« Mord for Mhat h« manta. Ha bacoaaa fruatratad and combativa 
at tiaaa, so ha auat ba approachad gantly and carafully by staff. 
B oaatiaaa aafaty raatrainta auat ba uaad to pravant injury to hia 
and othara. Ha fraquantly faala lost, and tha anxiaty ha 
aMpariancaa auat ba controllad carafully by aadication. Ha cannot 
draaa hiaaalf , claan his taath, coab his hair, tia his shoaSf and 
all of his naada auat ba anticipatad. Mr. J. Mas a aalaaaan in a 
coapany and has Kadicara, inauranca from his aaployar, and a 
aupplaaant for Mhich ha has paid high pramiuam for tan yaara. Ha 
has a Monthly incoaa of «11S0.00 not including his Mifa'a social 
sacurity chack. Thay hava savad «40f 000.00 froa which thay 
racaiva an intarast chack to augaant thair incoma. Thay jointly 
om\ a hoaa. Wr. J. is not aligibla to racaiva banafits from 
Madicara or his privata inauranca bacausa ha is considarad a 
custodial cars patiant. If Mrs. J. usad all tha assats thay hava, 
nr. J. would navar qualify for Madicaid assistanca. Evan if ha 
bacaaa a ski Had cara patiant in a yaar« bacausa a tuba was 
insartad to faad him, his insurancas would not covar him bacausa 
it is not nacassary to ba hospitalizad for this procadura and it 
would ba initiate aftar tha 30 day limit usad by Madicara and 
most insurancas. 

Each day, his wifa will visit. 8hm will laava in taars and pray 
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far his dMth - not only du« to his lllnass, but bacausa th» 
■p»ctr» of povvrty hovars above her with no h«lp in sight. 

niBB E. MM a tvacher during h«r ll-fatlM and navar Marrl«d. Sh« 
workad hard and lnv«st«d h«r money so that aha would b« 
COM For tab 1« in h«r old aga. 8h« davalopad Parkinson's DIbmbv and 
had baan living at a A.C.L.F. (Adult Congrvgata Living Facility) 
until sh« could no longsr live indvpandantly and required nursing 
home placement. She has a monthly income of 9970.00 and her 
assets are dwindling. She -faces a dilemma. She cannot qualify 
for Medicaid due to her income level, her insurances will not pay 
for her care, she has no home or family except an equally elderly 
brother who is trying to help her. She requires 24 hour care and 
could live another 5-10 years. I will have to find another long 
term care facility for her that will accept her for her income. I 
have worked with the brother for over a year and have offered him 
several solutions, but he has not acted. He never thought she 
would live this long. Perhaps he will decide to augment her 
income. If not, disaster is sure to come. If I am very lucky, I 
will find a placement for her. If not, what will I do? It seems 
unf ai r that one who devoted her 1 i f e to educating Ameri ca' s 
children, cannot get assistance from the country she helped to 
bull.'. 

Mr. M. has been fighting the deterioration df his wife from 
Alzheimer's Disease for 30 years. Onset of symptoms, which were 
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violsnt rmqm%f bvgan Mhsn Mrs. M. ipmb 4S ymmrn old. H« has taksn 
har to th« Hayo Clinic and to nany wxpariMntal prograaB in his 
•ffort to h«lp h«r. H« has usad much o-' his parsonal funds to do 
so. About 10 ysars ago, a trust »«as sstablishMl by an attornsy. 
nr. M. is ths sKwcutor of ths trust which alloits hia to givs his 
Nif • whatsvsr incoM hs wishss. Ha axprassad concarn about using 
all of thair assats for har car a and ha would ba l«ft without 
anything to provida cara for hia in tha futura. Bacausa of tha 
natura of tha trustg I suggastad that ha apply for Hadicaid and 
say ha would giva har tha incona limit allowad by tha prograa. 
Uhan ha appliadg ha wantad to ba fair and offarad to pay half tha 
cost, which is aora than tha incoaa liait. Ha was, of coursa, 
rafusad. Ho looks bawilderad and will not raapply. Ha cannot 
undarstand why thara is no halp for soaaona who is willing to 
ahara soaa of tha burdan. Ha only wantad to sava soaa aonias for 
hiasalf. If, at a latar tiaa, nr. M. naads long tara cara, his 
monthly incoaa Mill axcaad tha currant Hadicaid laval, but will 
not ba anough to pay tha cost of long tara cara. What Mill ha do 
whan his assats ara gona? 

Mrs. P. caaa to our facility with a diagnosis of Laukaaia. 8ha is 
a widow who has adaquata funds to pay for har cara for soaa tiaa 
and will qualify for Hadicaid should sha nead it. Sha has 
Hadicara, a supplaaantal insuranca, and insuranca through har 
husband's ratiraaant. Nona of thasa will covar har. Har faaily 
-fMls thay should hava hid aonay bafora this so sha could gat 
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Mwllcald like th« "othsr mmart p«opl« do**. Thoy do not umm that 
thlm Aonay imaB savvd to provld* com-fort -for old ag« and not as an 
Inharltanca for thvfn. They cannot h«lp that they think this Nay 
bacauaa this typ» of thinking has b»«n ingrained in certain paapla 
for a long tim«. Succass has maant that whan on« di««y on« laavM 
an inharitanca. No one dreanad of the phenomenal coat of long 
term care or the increased life span Me nom have due to medical 
advancement. 

Mrs. H. is a proud lady. She has been in the care of her daughter 
for many years, but her daughter is getting old and can no longer 
provide care. Mrs. H. has worked hard to provide for herself in 
her old age through farming. She held a great deal of property 
which some years ago her son stole from her. Her daughter has 
protected the remainder of her money , but it has run out and they 
are now applying for Medicaid. Mrs. H. is devastated that she 
must rely on charity in her old age and has been crying a great 
deal. Her daughter is angry with the attorney who set up the 
original contract with her brother and mother. She believes he 
purposely set out to cheat her mother. In order for her mother to 
get the money, she must travel to her home state, and testify at a 
trial. Her attorney feels that because of the technicalities in 
the contract, the jury will want to question Mrs. H. Her 
physician rightly feels Mrs. H. cannot stand the strain of the 
trip or a trial. Her daughter estimates that the brother owes 
her mother $7S,000.0O in interest and payments. There is nothing 
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that can bm dona to qmt hmr money and mhm aust g«t aBBistanca for 
har car«. Bhm doBB not bbb hoM d«s«rving Bh« Ib of thlB 
aBBi BtancB. 3hm paid har Na* throughout 92 yaw..'B of 1 if a, 
Bupportad thia countryp and halpad to giva all of ub tha lifaatyla 
wa anjoy today. Dua to tha nagativa parcaption aaaociatad Mith 
tha nadicaid Program p aha and har daughtar faal laas than thay 
ara. What can I aay to thatn? 

Mrs D. ia 48 yaara old. Har husband has Huntinton'a Choraa and 
sha has carad for him at homm for 6 yaara. Ha has baan with us 
for 3 yaars and could liva anothar 6-7 yaars with good cara and no 
complications. Thay have fiva childran. Mr. D. Mas a vataran so 
they ara gatting soma assistanca through tha VA. Mrs. D« Morks 
full-tima as a school secretary to help augment her income. 
Things were very tight until about one and a half year* m^o when 
her 21 year old daughter was killed by a drunk driver. She 
received an insurance settlement. She cries that her daughter had 
to die for her to afford the cost ' of her husband's care. If he 
lives longp most of that money will be gone. What will she do 
when she needs hel p l ater in life? Her future i ooks very 
insecure. 

Mrs. 6. came to my office about her husband. She is an 82 year 
old frail p sickly woman who looks ten years older due to the 
strain she has been under for five years. Her husband has 
Alzheimer's Disease. He had been driving their car to Seorgia and 
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Disnay Worldf turning on stova burnars in thair iiobila hoM« during 
th« nightf and giving mnmy Monvy o4 Mhich th«y had littla. Bhm 
did not placa him in th« nursing hoM b«cauB« mhm did not hav« th« 
•onay. On th« night Hr. 6. mas finally admitted to ub from tha 
hospital f ha dastroyad a gari-chair in a coabativa raga and had to 
ba aedatad. This had baan noraal 'for him at hoaa this past fiva 
yaarSf and Mrs. 6. livad in <faar« Mrs* 8. discussad thair 
finances Mith mm and X suggastad sha apply for nadicaid. Mr. G. 
diad this past Maakand* Mrs* 6« had baan living on an incoaa of 
•230.00 a iMjnth Mhich was to ba incraaaad this month. Sha was 
fraquantly illf unabla to driva, and racaivad halp from har family 
to surviva* Sha spoka fraquantly about tha fact that sha was 
unawara of tha Medicaid program or sha Mould hava placed him 
sooner in the nursing home* There are many Mrs* G's in the 
community Mho are trapped in their home s » unable to provide caref 
having little family support f and ignorant of the May out. 

One dayf an old Moman called ma on the telaphona crying* She said 
she Mas 86 years old and trying to take care of her 84 year old 
sister* She told me her sister Mouldn't eat and she had a bedsore 
that Mas getting Moraa. X asked if she had been to a doctor and 
she said she could not get her to one* After X got her doctor's 
namSf X called him* That same day he Ment to their home and 
decided to admit Mrs* B* to the hospital* Har sister. Miss T*, 
came to see me about Placement because the doctor said she could 
no longer provide care for her sister* She told ma that she had 
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bwHY taking car* O'f hmr Blatar as part of an agr»M»nt. B«caus» 
mhm only had a social ■•curity ch»clc and har si star had a ho«a and 
■avings, it Mas dacidad that Miss T. Mould provida cara in 
•xchanga for a placa to liva. Mrs. B« was diagnoaad as an 
Alzhaiaar'B victia. Aftar adaiaaion to tha facility, HiSB T. 
viaitad har aiatar daily. Sha Mould cry aftar har visits and I 
triad to dataraina tha causa. Sha finally told mm that sha 
should hava put har sistar in tha nursing hoaa long bafora sha 
did, so sha could ba coafortabla and racaiva appropriata cara. 
Sha also said sha could navar forgiva harsalf bacausa sha lost har 
taapar Mith Mrs. B. and soaatiaas hit har bacausa sha rafuaad to 
do Mhat sha askad. Hrs. B. diad and har sistar carrias tha guilt 
Mith har to this day. 

HoM aany paopla ara lika Miss T.? Hom nany ara old, iaolatad in 
tha coaaunitVy daaling Mith tha strass of providing 24 hour cara 
for an Alzhaimar victim, faaring tha loss of incoaa and sacurity 
that would accoapany long tara cara placa a ant, and living Mith tha 
guilty whan thair human tolaranca laval is surpassad? Mho can 
blama Miss T.? Uhosa fault is it? The daughter up north had no 
i daa how badl y condi ti ons had datar i or atad and perhaps, Mas 
foolish to think Miss T. Mas capable of providing care. An aide 
had bean hired to help Mith tha bathing and care and Has at the 
home two times a Meek. Neighbors later stepped for%«ard and said 
they suspected problems. The priest who visited often suggested 
long term care placement. Yet, no one reported these conditions 
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to agsncim who could have h«lp«d - b»for« thim stMiaty -fragila 
Monan had to liv« with th« guilt from hmr wry hu«ian raaction to a 
lif» of hall. Would th« •ximtsnca of a cumtodial car* insuranca 
policy hav« halpvd to Mik« a battar dvcimion? Would public 
awar«n«mm programs hav« h«lp«d? 

X have givan you a r«pr«s«ntativ« manpla of tha ca*M with which X 

d«al. My rol« in a long turm car* facility im am an advocata for 

faailiM and patisntm. X mm Miployad in tha haaltK car* fiald, a 

frM antarpriMf profit-waking indumtry. X raprsMnt th« patiantm 

X m«rv« today and X f«ar for my own futura am a ■■ ■i b m r of thm 

•var<-aging Baby Boom. What do«m our futurm hold? With thm shift 

in population that im occuringf will m« havm an admquatm tax barn* 

to support ths growing nunbar of oldsr psopls in thim country and 

ths comt of thsir hsalth cars? Ths thsory bshind supporting a 

prof it^saking hsalth cars industry is that doing so sakss hsalth 

cars cost sffsctivs. Howsvsrf costs ars rising sach day. Ths 

1 

nursing hoss industry quotss an avsrags profit margin of 6*7X 
which is csrtainly not sMorbitant. Salariss for ths najor'ity of 
hsalth cars worksrs ars low in cosparison to othsr industriss. Do 
ws dsviats from a basic prsmiss of ths frss sntsrpriss systas and 
support socializsd ssdicins as is dons in othsr countriss? Will 
ths AMsrican psopls accspt ths loss of choics involvsd with this 
systsa or pay ths high taxas which go hand in hand with socializsd 
Msdicins? Xs Florida showing us what ths futurs holds for our 
nation as prsdictad in ijaoAtcaods? ' 
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«4hom« rMponBlblllty 1b it to fix th«B« problMB? I BtatMl it mmm 
•v«ryonB*B rMponBlblllty and X nould Ilka to aaka BuggBBtlonB 
Mhlch BlaboratB my point. 

FlrBtv nuBt nakB a maBBlva affort to aducata tha public. Wa 

aach hava tha raaponalbl 1 Ity to ahouldar tha coat of long tarn 
cara- Na MUBt advlaa Amarlcana to do financial planning. Harrlad 
couplBB Bhould dlvlda aasats prior to lllnass bo that aach paraon 
1« protectad. TTiay ahould usa thosa funds for cara, if naadad, 
than apply for asslstanca. Sons and daughtara should no longar 
think In tarms of Inharltanca, but should usa monlas thalr parants 
saved for thalr old aga to provlda cara. This Mill aasa tha 
burdan to all taxpayars and lat us cara for paopla who wara not 
fortunata enough to hava monay at the end of thalr Ufa. When tha 
noney Is gone, the stigma of being on Medicaid should be erased. 
Each and every person in this country deserves help when their 
resources are gone. The community should be made aware that this 
help exists to prevent some of the misery that Is now happening. 
When X speak to most families, they are unaware of tha programs 
In existence today. 

Secondly, we must educate the professionals who are trying to help 
these patients. This Includes, hospital social workers, nursing 
home social workers, attorneys, physicians, and home health care 
agencies. X have spoken to representatives of each area and none 
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of thMi - no wattar th« numbar of yaars in th« buBinasB - 
co«pl«t«ly undar stand the systM and h«lp that is currant ly 
aval labia. A ramourca book should ba praparad by aach atata'a 
haalth dapartaant Mith all of tha privatap fadaral and atata 
financial aaaiatanca availabla to long tarm cara patianta. This 
book should includa critaria for participation* aaount of 
financial assistanca and contact paopla for aach raaourca. Most 
social Morkars find out about this information haphazardly through 
word of iiouthp or hundrads of phona calls. If such a book noM 
axistSf I aa unawara of it and so ara tha paopla with whoa X hava 
spokan* 

Thirdly, wa could considar tha aliaination of clausas 9 "3 
day hospital stay", "within 30 days of discharga froa hospital" in 
hadicara and insurancas so that whanavar a patiant raquiras 
skillad cara during his illnassy tha insurancas' can bagin halping. 
Ski Had cara is skillad cara* Why should Madicara hava to pay for 
anothar hospitalization if tha procadura can ba dona in a long 
tarn cara satting? Why should a patiant ba panalizad bacausa ha 
doasn't datariorata within 30 days of laaving a hospital? Also, 
wa should alininata clausas raquiring approval froa agancias othar 
than stata and fadaral. In this May 9 soaa of tha insuranca for 
which paopla hava baan paying will ba usad. 

Fourth, wa should of far incantivas to privata insurancas to 
provida custodial cara policias. Thay could pay a portion or all 
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of th« bills. Inmuranca companlas urm for profit mlmo, and thm 
coat of long t«rm car* 1« •xp«nBlv«. Howavar, pramiuma could 
aupport a cuatodial cara prograai dua to tha low probability of 
nead for long tarm cara in ralation to tha ganarai population who 
would ba Willing to pay thaaa pramiuns. 



Fifth* wa muBt incraaaa tha incoma limit for Madicaid assiatanca/ 
ao that those who fall in tha gray araa batwaan qualifying for 
Madicaid and affording tha coat of long tara cara »ra givan tha 
halp thay naad. Any parson whoaa incoaa falla balow tha avaraga 
cost of long tarffl cara ahcHild racaiva finanacial aasiatanca. 
Florida's incoma limit doas not avan meat tha federal limit due to 
our high concentration of needy elderly. Perhaps statas should be 
federally subsidized on the basis of nead and atatiatical 
projections so that they can at least afford to "aat federal 
guidelines* which I might add are too low. 



Lastly* in Florida at least, the days of the "County Old Folks 
Home" are gone. This has bean hailed as a major achiavament in 
health care. Howavery we have no place for the peopl* who do not 
have the resources to get care. I do not advocate shipping these 
people off to a facility for the poor, but perhaps the system wa 
have now can be utilized. Incentives could be offered to existing 
long term care facilities to keep theaa people. Zf Me can offer 
incentives to other industriea in this country, why not to the 
industry which will eventually affect every AiMrican? 
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I uBvd to b« a bank taller. Th« pay Mas low, but I ■•rvad my 
cuBta««rB. I always cmmm up with th« right anm w T, my work was 
don« at tha and of th« day, and i-f I had a problam, I could aasily 
find an answer - «v«rything balancmd. Today, my work is 
mxhausting. I d«al with problvms that hav« no answmrs. I can't 
always ssrvs my custommrs^ Thsrs is no balancs - no fairnsss. I 
could probably maks mors monsy slAmwhsrs, but I lovs my work. I 
stsmr psopls through scsms of ths most dsvastating crises of thsir 
livBS by offering support, undsr standing and guidance. I nssd ths 
tools to fix their problems. You have the power to give me the 
tools. I do not presume to understand the economic structure of 
this country, nor do I presume to have all the answers. I do not 
represent anyone except the people I am trying to help - the 
families, the patients, and the other professionals who are 
frustrated and in despair. I fear r their future and I fear for 
my own. 
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Mr. Waxman. Thank you very much for your testimony. 
Mr. Mackall. 

8TATRMENT OF WILTON B. MACKALL 

Mr. Mackall. Chairman Waxman, welcome to the sunshine 
State of Florida. 

. ^r. W^n^u. Now wait a minute— I am a Californian where it 

Mr. Mackall. That is why I was welcoming you to Florida. And 
Cmursaunan Blllrakis welcome home from your trip to Viet Nam. 

f/bf muae is W.B. Mackall. I am a special assistant to the director 
of the Medical Center at Bay Pines. On behalf of the patients, the 
employees, and the volunteers at the Medical Center f wish to ex- 
ray appreciation for the inviUtion to be with you this mom- 



press 

Our 



.jr testimony addresses programs at Bay Pines and does not 
represent the entire VA system. Having been involved with vetei^ 
WIS' programs and eligibility for the past 40 years, I am also aware 
generally of the medical caro and benefit programs of the Vetei^ 
ans' Administration. 

The VA Medical Center at Bay Pines consists of 670 beds. 240 
nursins can beds, 200 domiciliaiy beds and an outpatient clinic at 
Fort Mytrs, FL It serves 10 county areas of Florida's west coast 
with a veteran population of approximately 260,000. Bay Pines 
treats over 10,000 in-patients per vear and accomplishes 160,000 
outnatient v^ The outpatient clinic in Fort Myers performs an 
addOtional 86,000 outpatient visits annually. 

The medical center provides comprehensive medical, surgical, 
and payehiatric and rehabilitative services and has specialised pro- 
grams in alcohol treatment, mental hygiene, respiratory care, and 
hospital-based home care. The medical center also provides commu- 
nity nursing home can and other community health can services 
and serves as a clinic of JurisdicUon for the entira State of Florida. 

In recent years, because of a mi^or replacement hoepital con- 
struction pi^ect, nursing, domidliaiy, and medical suigical faciU- 
tias at Bay nnos have been added or replaced. The third phase of 
this project will be completed within the next few months and in- 
cludes the remodeling of two existing buildings to replace p^hiat- 
ric beds and administrative office space. 

This fiill range of acuta and extanded care programs is available 
to all eligible veterans in established priority order. In general, 
provisions of law and regulations require the administrator to sat- 
isfy the medical needs of patiento in descending order of priority 
from the treatment of a aervice connected disability to the treat- 
ment of medical conditions of patiento whom service connection or 
eli|dbility hav« not yet been established. 

Victims of Afathemer's disease are afforded the same degree of 
access to medical «are at Bay Pines as are those suffering from 
other de hiHtatfn g di se as s. Placement in institutional or nonmstitu- 
tional care is determined through physical examinations and as- 
seasmento of many fiMton, such as diagnoais, prognosis, stage of 
the dkease, degree of disability of the patient, availability ^care 
and to fbrtlL 
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Once the level of medical care needed is determined the legal re- 
quirements of VA service are applied to establish eligibility for 
care by the VA. As there is no cure or prevention for Alzheimer's 
disease, Bay Pines provides evaluation and diagnosis for the pa- 
tient and support and education for the patient and family in man- 
aging the social problems that arise. 

A nospital home care program and community services assist in 
maintaining the patient in the community. It is generally held that 
it is best for the patient to be maintained at home in a familiar 
environment or in the least restricted environment for as long as 
possible. 

As the disease progresses, either hospital or VA nursing homes 
or community nursing homes may be required and appropriate 
placements are made, again, depending on eligibility and available 
resources. It should be noted that the VA is not authorized by law 
to provide unlimited care. 

For example, we can only place nonservice connected patients in 
community nursing homes for a maximum of a 6-month period fol- 
lowing VA hospitalization. Over the next 10 or 15 years steady in- 
creases in the need for both inpatient and outpatient care is pro- 
jected because of the rapid growth in Florida's veteran population 
and because of the increasing age of that population. 

Through the department of medicine and surgery medical dis- 
trict initiated program planning process, there are local, district 
and regional efforte to objectively identify and plan for the current 
and ftiture medical needs of this elderly patient population. 

Dementia, including Alzheimer's disease and other disorders, is 
one focus of the VA's planning to meet the needs of the geriatric 
patient During recent years the VA has sponsored several initia- 
tives in research^ education and clinical care that specifically ad- 
dresses the challenge of Alzheimer's disease and related dementing 
illnesses. 

These initiatives include programs of basic biomedical and ap- 
plied clinical research and development of ppecialized clinical pro- 
grams, and the presentation of education and training programs 
that focus on the diagnosis and treatment of Alzheimer's d^ase. 

In fiscal year 1984 the VA funded 124 studies of Alzheimer's type 
and other dementias. Clinical care pro^n^ams, including the VA's 
geriatric research^ education and clinic centers, known as 
GRECC's, some of which have developed special units for the diag- 
nosis and treatment of Alzheimer's disease. 

In addition, approximately 50 VA medical centers have devel- 
oped geriatric evaluation units, GEU's> that provide comprehensive 
assessment for elderly patients^ including patients with dementia 
illnesses. 

Please be assured of the VA's continuing commitment to meet 
the needs of our growing elderly veteran population. I and the 
members of the medical staff want to thank you and the conges- 
sional committee for your support of the Veterans' Administration. 

I will be glad to answer any questions. 

[The prepared statement of Mr. Mackall follows:] 
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STATEMENT 
OP 

WILTON B. MACKALL 
SPECIAL ASSISTANT 
TO THE 
DIRECTOR 

VETERANS ADMINISTRATION MEDICAL CENTER 

name is W. B. Maokall and Pm the Sipecial Assistant to the 
Director of the VA Medical Center, Bay Pines, Plorida. On behalf 
of the patients, enployees and volunteers of the VA Medical 
Center, Bay Pines, Plorida, I wish to express ny appreciation for 
the invitation to be with you this iDorning. testimony 
Addresses programs at Bay Pines and does not represent the entire 
VA system. Having been involved with veterans programs and 
eligibility for the past forty years, I am also aware generally 
of the medical care and benefit programs of the Veterans 
Aikninistrjition. 

Hie VA Medical Osnter, Bay Pines, consists of a 670-bed hospital, 
a 240-bed nursing heme care unit, a 200-bed domiciliary and an 
outpatient clinic in Port M|yers, Plorida. It serves a 10-^unty 
area on Plorida*s west coast with a veteran population of 
approximately 250,000. Bay Pines treats over 10,000 inpatients 
per year and accomplishes approximately 160,000 outpatient 
visits. Hie outpatient clinic in Fort My^rs performs an 
additional 35,000 outpatient visits annually. 

Hie medical center provides comprehensive medical, surgical, 
psychiatric and rehabilitative services and has specialised 
programs in alcohol traatmentt mental hygiene, respiratory care 
and hospital bMod Nm Itia^md^i^^ also provides 
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CGmnunity nursing heme care and other connunity health care 
services, and serves as the clinic of jurisdiction for the entire 
state of Florida. 

In recent years, because of a major replacement hospital 
construction project, nursing home, doniciliary and 
medical/surgical facilities at Bay Pines have been added or 
replaced. The third phase of this project will be completed 
within the next few months, and includes the remodeling of two 
existing buildings to replace psychiatry beds and adninistrative 
office space. 

This full range of acute and extended care programs is available 
to all eligible veterans in established priority order. In 
general, provisions of low and regulation require the 
Administrator to satisfy the medical needs of patients in 
descending order of priority from the treatment of a service 
connect';d disability to the treatment of medical conditions of 
patients for whom service connection or eligibility has not been 
established. 

Victims of Alzheimer's Disease are afforded the same degree of 
access to medical care at Bay Pines as are those suffering from 
other debilitating diseases. Placement in institutional or 
non-institutional care is determined through physical examination 
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and aiiessment of many factors, suoh as diagnosis, prognosis, 
stage of the disease, degree of disability of the patient, 
availabiiity of oare providers, etc. Onoe the level of medioal 
oare needed is determined, the legal requirements for VA servioe 
are applied to establish eligibility to oare by the VA. 

As there is no cure or prevention for Alzheimer's disease. Bay 
Pines provides evaluation and diagnosis for the patient and 
support and education for the patient and family in managing the 
social problans that arise. A hospital based home care program, 
and coimunity services assist in maintaining the patient in the 
comnunity. It is generally held that it is best for the patient 
to be maintained at hcme» in a fsroiliar environnent or in the 
least restrictive environment for as long as possible. As the 
disease progresses either hospital, VA nursing home, or 
comninity nursing heme may be required and appropriate placements 
are made, again depending on eligibility and available resources. 
It should be noted that the VA is not author iaed to provide 
unlimited care. For exanplCi we can only place non-service 
connected patients in comnunity nursing homes for a six-month 
period Zoi lowing VA hospitalisation. 

Over the next 10 to 15 years a steady increase in the need for 
both inpatient and outpatient care is projected because of the 
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rapid growth in Florida*s veteran population and because of the 
increasing age of that population. lYirough the Department of 
Medicine and Surgery*s Medical District Initated Program Planning 
process, there are local , district and regional efforts to 
objectively identify and plan for the current and future medical 
needs of this elderly patient population. Dementia, including 
Alzheimer's Disease and other disorders, is one focus of the VA's 
planning to meet the needs of the geriatric patient. 

During recent years the VA has sponsored several initiatives in 
research, education and clinical care that specifically address 
the challenge of Alzheimer's disease and related dementing 
illnesses, Ttieue initiatives include programs of basic 
biomedical and applied clinical research, the development of 
specialized clinical care programs, and the presentation of 
education and training programs that focus on the diagnosis and 
treatment of Alzheimer's disease. In Fy-1984 the VA funded 124 
studies of Alzheiiiner type and other dementias. Clinical care 
programs include the VA's Geriatric Research, Education and 
Clinical Osnters (GKBOCs), some of which have developed special 
units for the diagnosis and treatment of Alzheimer's disease. In 
addition, approximately 50 VA medical centers have developed 
Geriatric Evaluation Units (GEU's) that provide comprehensive 
assessment for elderly patients including patients with 
dementing illnesses. 

A 

Please be assured of our continuing cannittment to meet the 
needs of our grcwing elderly veteran population and, 
I and the members of our medical center staff want to thank you 
and the Congressional OoniDittees for your support. 

'nwik You. Qoj , 
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Mr. Waxman. Thank you very much, Mr. Mackall. 
Mr. Arnold. 

STATEMENT OF HENRY A. ARNOLD 

Mr. Arnold. Good morning Chairman Waxman, ladies and gen- 
tlemen. 

I am Henry A. Arnold, a senior vice president of Gulf Group 
Services. You mav know the company better as Gulf Life Insurance 
Co. I appear before the subcommittee today, however, as State 
chairman of the Health Insurance Association of America. 

The HIAA is a national trade association comprised of 366 insur- 
ance companies which underwrite approximate]^ 86 percent of the 
health insurance currently sold in the country. The health insur- 
ance industry is very concerned about Alzheimer's disease, its 
impact on its victims and their families and its financial implica- 
tions to the health insurance industry and the insurance-buying 
public. 

We are especially sensitive to the need for long-term custodial 
care. Now the HIAA is grateful for the opportunity to share with 
you today our views and concerns with regard to Alzheimer's dis- 
ease, particularly as they relate to cost and flnancing. 

Most of the insurance industry recognizes that Alzheimer's dis- 
ease is in fact a progressive organic brain disorder, and while it af- 
fects memory, mood and personality, we do not categorize it cm a 
mental disorder under the mental and nervous provisions of most 
insurance policies. 

Our statistics show that over IVb million Americans are victims 
of Alzheimer's disease and that it contributira to approximately 
100,000 deaths per year in this ooimtry. 

HIAA members recognize that caring for the Alzheimer's victim 
is very stressful and can lead to frustration, anger, confinement 
and depression for both the victim and the caregiver. Although the 
home IS the preferred caregiving setting, sometimes a family be- 
comes unable to continue home health care. 

The decision that a loved one must be placed in a long-term care 
facility is a difficult one to make and the financial responsibility 
can be catastrophic. Long-term care can mean more than just a 
protracted stay m a nursing home. 

It is a complex area of need which includes a variety of medical 
and nonmedical services. The cost of these services La an emerging 
concern of the elderly in the wake of heightened sensitivity to their 
potential risk of requiring some type of long care services. 

Presentlv, most HIAA members view the issue of payment for 
Alzheimer s disease and related disorders in the same manner as 
any other diagnosis category. Most indemnity policit regular in- 
surance policies, allow payment of charges for physician's services, 
drugs, covered medical supplies and routine outpatient care. 

In fact, over the last 2 years there is an emerging concentration 
on outpatient care and payixig outpatient care at a b*'*' er percent- 
age of reimbursement than inpatient ca«*e. But trac^ 'uonally, how- 
ever, basic health insurance policies specifically e: ude custodial 
care and therein lies the problem. 
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While insurance companies have been responsible for reimburs- 
ing somewhere around 70 percent of inpatient care in this country, 
we recognize that the insurance companies have paid something 
less that 2 percent for nursing care coverage. 

This long-term custodial care is excluded for a number of rea- 
sons, or has been traditionally in the past. It is very expensive. It is 
very difficult to project costs for long-term custodial care. It is very 
difficult to assess risk. It is not a well-defined expense in many 
cases. 

However, in the last 2 ^ears insurance companies have made sig- 
nificant strides in providmg coverage for long term care to combat 
the rising cost of inpatient care. Most of this effort has been direct- 
ed toward coverage In lieu of inpatient care. 

However, our activity in this area has provided us with protocol, 
with administrative procedures to deal prospectively with these 
kind of costs. For example, in my own company we conduct utiliza- 
tion review prospectively, in advance of a claim being incurred. 
One of the problems that we are encountering is finding alterna- 
tive delivery systems. 

For example, home health care. We typically use nonskill facili- 
ties whenever we can to discharge patients from the hospital early. 
One of our problems is finding home health care services to fill 
that need. Our other problem is a certificate of need requirement 
in the State of Florida which extends to home health care agencies 
as well as to the acute care facilities. 

We think that there should be some mitigation of that bureau- 
cratic process. The long-term nature of getting a certificate of need 
filed probably should be eliminated for these kinds of agencies so 
they can be licensed as home health care facilities so that the in- 
surance companies, prospectively, when a physician submits a plan 
in advance, will be able to find the resources to bring into the 
home, where we think the care should occur, those unskUled or in- 
termediate skilled people who can assist the family in care of the 
patient. 

[The prepared statement of Mr. Arnold follows:] 
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STATEMENT 



Of the 



HEALTH INSURANCE ASSOCIATION OF AMERICA 



Good Morning, Mr. Chairman and Mefflbers of the Subco^lttee. I «• Henry 
Arnold, Regional Vice President of Gulf Group Services Corporation, a wholly 
owned Subsidiary of the American General Corporation, which Is headquartered 
In Texas. I am the Florida State Chairman of the Health Insurance Association 
of America (HIAA). 

I appear before this Subcommittee today on behalf of the Health Insurance 
Association of America (HIAA). The HIAA Is a national trade association 
comprised of 335 companies which underwrite approximately 851 of the private 
health Insurance currently sold In this country. 

The health Insurance Industry very concerned about Alzheimer's Disease, 
Its Impact on Its victims and their families, and Its financial Implications 
to the health Insurance Industry and the Insurance-buying public. We are 
especially sensitive to the need for long-tena custodial care. The HIAA Is 
grateful for the opportunity to share with you today our views and concerns 
with regard to Alzheimer's Disease, particularly as they relate to health care 
costs and financing. 



Alzheimer's Disease Is a progressive organic brain disorder affecting 
memory, mood, personality and, eventually, physical functioning. Over 1.5 
million Americans are victims of Alzheimer's Disease and It contributes to 
more than 100,000 deaths annually. 



OVERVIEW 
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HIAA Mii6«rt rteognlzt that caring for tht Alzhtlntr*! victiM 1i vary 
itrtiiful and can laad to frustration, angor. conflntMnt and doprtiilon for 
both thi vIctiM and tht cartglver. Although tht hoM 1i tht prtftrrtd 
cartglving ittting, loMtlnti a fa«lly btcoMi unablt to contlnut hoit htalth 
cart. Tht dtclilon that a lovtd ont nuit bt plactd In a long-ttni cart 
facility It a difficult ont to Mkt and tht financial rtiponilblllty can bt 
catastrophic. 

Long-ttr« cart can atan aort than Juit a protracttd iti^ In a nursing 
ho»t. It Is a co^)1tx arta of nttd which Ineludts a varltty of wtdlcal and 
noHMdlcal strvlcts. Tht cost of thost strvlcts Is an oatrglng conctm of tht 
tidtrly In tht wakt of htlghttntd stnsltlvlty to thtir potential risk of 
rtqulHng scat typt of long-ttm cart strvlcts. 

COVEMfiE FOR A LZHEIMER'S DISEASE AND RELATED DlJUitDERS 

Prtstntly, mst HIAA ntabtrs vltw tht Issut of pi^yntnt for AlzhtlAtr's 
Distast and Rtlattd Disordtrs In tht s«m oianntr as any othtr diagnosis 
cattgory. Most Indtmlty pollclts allow pvntnt of chargts for physician's 
strv1cts» drugs, covtrtd Mdlcal suppllts and routint outpatltnt cart. 
Traditionally, basic htalth Insuranct pollclts sptclflcally txcludt custodial 
cart. 

Long-ttiw custodial cart 1$ txcludtd In aost contracts btcauit It 1$ 
txtrtwly txptnslvt. S1^>ly put, no ont wants to allocatt tnough scarct 
rtsourct dollars to pay for tht projtcttd txptnst. 
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Nursing horn txpenm are tha largest single out of pocket health care 
expense raced by the elderly. It has becoiie Increasingly clear in rKent 
years that neither federal nor state govemNnt will be able to provide the 
long^tem care services needed \Kf our nation's growing elderly population* 
Nedlcare and Medicaid, the two prograRS that would nortMlly assist the 
elderly, are already being restricted as part of federal deficit reduction 
efforts, and will not be significantly expanded. Consequently It has fallen 
to the private sector to undertake the difficult task of underwriting expanded 
and different fonts of long-teni care coverage. 

WHAT IS LONG-TERM CARE INSURANCE? 

Long-term care insurance is private Insurance which supports a variety of 
health and social services for older Anerlcans. Including nursing hone care. 
Long-term care policies provide different lengths of coverages and different 
types of nursing home benefits. Sone policies provide coverage only for short 
stays in nursing homes. Other policies provide coverage for longer st^ys of 
up to three or four years. These Insurance policies usually provide different 
benefit levels In terms of dollars or d^s of coverage, depending on whether 
the insured Is receiving skilled. Intermediate, custodial or home care. 
(Benefits are designed this my for several reasons. It costs more to receive 
a higher level of care than to receive a less Intensive level of care, and the 
benefit levels reflect this pricing structure of providers. Qy providing 
benefit levels at a fixed amount for each day of covered service, patients and 
their families are given a reason to find efficient providers Who can supply 
needed care within the benefit level. Thus, limits are placed on an Insurer's 
liability under any one policy, and the risk of providing Insurance Is 
somewhat reduced.) 
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SUtiitici Indlcatf thtt in 1962, non-^ovfnwtnt tourcfi paid for 70X of 
^■trlcanf • hoiplUl coiti, Mhtrtai private iniuranct paid itii than two 
parctnt of nuning hoM coiti. Soma ftai this Indlcatti that private 
Iniuranct 1i not supporting Its shara of this sarvlca. 

Hany tarlltr fonn of long-ttna cara Insurance policies enphaslzed nursing 
hOM coverage over home care for a variety of reasons. Insurance nust clearly 
define the risk covered and should provide coverage designed to avoid 
anti-selection. Entry Into a nursing ho«e Is an event which Is Bwre easily 
Identifiable and Is less within the subjective control of the Insured than In 
the caie of ho«a health care. Due to the difficulty of distinguishing anwng 
levels of care, som companies United coverage to skilled and Intermediate 
nursing care. Other companies required custodial or unskilled cara to be 
preceded a period of skilled nursing care In order to assure that the care 
received was due to medical necessity. Innovations In the levels of care 
covered ly long-ten care policies are now underwit, with the offering of 
benefits for less than skilled nursing care. 

Also, It Is virtually Impossible to predict whnt the cost of nursing home 
care and home health care services will be several years In the future when 
benefits might be used. By focusing on Indemnity type benefits, carriers are 
able to make projections based on a fixed benefit level. In most cases, 
claims experience under a particular policy takes several years to develop. 

As a result of a growing aging population and the escalating costs of 
public health care programs, there Is Increasing pressure on both government 
and Industry to play • significant role In providing long-tens care benefits 
to the public. 
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WHY IS IT IMPORTANT? 



Ulth the colts of long-tem care escalating, fewer people will be able to 
finance such services froia their own personal resources. The Medlcere nursing 
hOM benefit, es with privete coverege, was designed to pay for acute episodes 
of Illness and is United to only a 100 d^ stay. Medicare supports ebout 48* 
of all nursing hone cere In the country. 

Because of these factors. It Is anticipated that there will be Increesing 
demand for private long-tens cere products. If the privete sector does not 
respond voluntarily, the federel government or states a^r mandate the offering 
of long-tem care products and unlleterelly define the parameters. One 
eltemetlve m^ wall be complete government control over long-term cere. 
Under such a scenario, the polltlcel demands at that time would determine a 
lifestyle for those needing long-term care. It Is reasonable to expect that 
long-tone care will be perceived es a market opportunity by cerrlers. Onerous 
reguletlon end legislation would Inhibit market expenslon. 

Pressures from the federel end sute governments, providers end aging 
groups have catapulted long-term care Into the forefront of health policy 
Issues. There hes been extensive coverege on netlonel television networks. In 
newspepers, professlonel Joumels, end In perlodlcels directed at the business 
conminfty end the generel public. The Issue Is with us now end will become 
more pressing. 
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HISTORY OF HIAA POLICY AND ACTIONS 

In 1983, the HIAA completed a tMo-year itu<ly of the toclal and economic 
Impact of long-tem care. Since then, the HIAA has developed a set of 
principles for the financing and delivery of long-tem care services. 
Industry activity reflects a heightened level of concern monq providers, 
govemMent and aging groups regarding the potential explosive demand for 
long-tera care services as the population ages. 

Our industry Usk force Is working hand-in-hand with the National 
Association of insurance CoMlssloners and Its advisory group to develop the 
best environment to actively promote such products. Several meetings have 
already been held by the NAIC with public and private sector groups. Including 
the Department of Health and Human Services, the nursing home Industry, senior 
citizens groups, and insurers. 

The Senate Special Committee on Aging held hearings on the issue In 
September, 1964, at which HIAA testified. In addition, industry 
represenUtlves have participated In a variety of public forums. And, a 1984 
industry conference cn long-term care explored long-term care Issues and their 
relationship to the private health Insurance Industry. 
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mi Twi wvi m mfcr on ihi issuct 

tevtrmtfit, tl» fHirtlfig ho«t Induitiy, hoM htalth agtuclfi, and tht agtd 
hivf a vital Inttftit In tht dtvtlopMnt of privatt lofig*t«ni cart products 
aid itrtttglti. If tht lAdtitry It rtiponilvt, tlitrt H a itrofig poiilblllty 
that It can Ittd In tN dtvtlop«tnt of rtgulatlont and Itglilatlon that would 
support tht industry. 

In 1M, sort than a doitn h\ li utrt Introductd In tht itatti rtlating to 
um aiptct of lonf-ttm cart. At tht ftdtral Itvtl, thtrt 1i htlghttntd 
Coii9rtss1ofi«1 Inttrtst, particularly rtgarding A1xht1atr*i D1 toast. 

Thtrt art a nuibtr of bills which would addrtss various asptcts of tht 
lonf-ttni cart Issut. Tht ftdtral ItgUlatlon falls Into thrtt Mjor 
cat«9or1ts: 1) tax Inctntlvts, In tht font of rtfundabit tax crtdlts for 
10ii9*ttni cart txptftsts; 2) proposals to Inttltutt ntw host Nalth cart 
stnrlctf. such a block-grant funding to tht statts proposed by Sonator Hatch 
(R. Utah); and 3) proposals to txpand Ntdlcart/Ntdlcald covtrtgt for acutt and 
lofig-ttni cart stnrlcts for tht tidtrly. 

couausioN 

Long*ttni cart can rtquirt an Inttrrtlattd array of htalth and social 
stnrlcts. Thus, tht Issut Involvts all stctors of tht htaUh cart dtllvtry 
Qfstta, as wall as othtr stctors providing social support strvlcts. It 
crou-cuts all Itvtis of govtnwtnt and privttt Industry. A trtMndous flnount 
of coordination Is ntctssary In ordtr to dtvtlop solutions to tht problta. 

Financial contldtratlont art tht largost btrrltr to solving this Issut. Tht 
fact tlMt Miiy 1ong«Ur« cart strvlcts art custodial In nature, and that thtir 
strvlcts «y bt vst In daatnd. coapllcattt tht issut for Insurtrs. 
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A much. We'll start with you Mr. 

Arnold. When you talk about private insurance it does not sound 
like there is too much available now for people to insure them- 
selves privately for the costs that would be incurred should a 
family member have Alzheimer's disease. Is that a fair statement? 

Mr. Arnold. Currently, and in the past, there has not been too 
much available other than for the traditional medical coverage 
which has not been extended for Alzheimer's disease. The probleim, 
of course as I said, is custodial care. It is a problem of scarce re- 
sources, Mr. Chairman. ^ 

We recognizjB that there are many requests for coverage that 
must be included in one package. There are over the last 6 years, 
last 10 years, many mandated coverages. For example, pregnancy 
18 a mandated covera«» for emplovers'^plans. Now, that was a Fed- 
eral law, Public Law 96-566, which requires that the employer nay 
forpregnancy. f j v^j 

There are some States that just recently passed laws that require 
coverage for, I guess it is called in-vitro fertilization. There are 
laws that require coverage for vasectomies. So- — 

Mr. Waxman. Are you saying that unless we pass a law to man- 
date coverage there will not be coverage? Or are you saying that 
because we mandate coverage in other areas that we cannot 

Mr. Arnold. No, sir; I am saying that part of the problem is 
ttiere are some mandated coverages that I believe and the HIAA 
believes were ill-advised. In other words, coverages were for, not for 
illnesses, but certain 

Mr. Waxman. But if we do not mandate coverage for Alzheimer's 
disease, if someone were willing to pay for coverage and said, look, 
I am w;omed about this disease and I want to be sure that my 
family is protected from being wiped out economically, I want to 
buy a policy from you, can you buy the policy from the private 

Mr. Arnold. There are policies available in the private sector for 
long-tenn or custod^^ care. They are, by their veiy nature, limited 
bewuse of the difficulty you have ahready heard m testimony, the 
difficulty of projecting what the expenses will be. 

They are limited benefit policies for a certain period of time. You 
can buy pohcies fh)m 8 to 5 years that range anywhere from $25 to 
^0 a month, depending upon the age of the insured. 

Mr. Waxman. Are companies looking to change their policies to 
provide better coverage for home care, respite care and other types 
of services needed by Alzheimer's patients? 

Mr. Arnold. Absolutely. 

Mr. Waxbcan. What will be the cost of this additional coverage of 
long-term care? ^ ^ 

Mr. Arnold. Here are some examples of annual premiums from 
"^^«^ce companies for long-term care: Age 60 to 64, $250 
to $500, that is per year; age 70 to 74, $700 to $1,300. Now, that 
may seem costly but the alternative, paying out of pocket for nurs- 
SSR-A®"^ S^^ private day patients, average costs $2,000 to 
$2,500 per month. 

Mr. WAXBiAN. So we are talking about Ihnited coverage from the 
private sector. And whatever coverage can be purchased is very ex- 
pensive and even then lunited. We really do not have an adequate 
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wav, through either government programs or private programs, 
unless you have your own personal means, to deal financially with 
the loss that people are going to have in their family's budget 
should Alzheimer s strike a member of their family. Is that a fair 
statement? 

Mr. Arnold. That is a fair statement, Mr. Chairman. We would 
agree with that. We are, as the insurance industrv, we believe, 
taking giant steps and starting in 1986 and continuing in 1986 to 
find a way to underwrite this risk, to get a handle on what the 
costs are. 

We firmlv believe that the proper setting for this care is in the 
home. We nave got to find ways that we can project what those 
costs are. We must have the resources to go to. 

We feel that we must go to those in a managed health care envi- 
ronment» either through health maintenance organizations* the 
provider organizations* where there is a strong relationship be- 
tween the physicians and the underwriters of the coverage, so that 
we can look at this care prospectively and make the best possible 
estimate of what those costs will be. 

Mr. Waxman. Thank you very much. 

Mr. Mackally we do not have jurisdiction in our subcommittee 
over veterans affairs, and I am not as knowledgeable as Mr. Bili- 
rakis, who happens to be on both the Veterans Affairs Committee 
and on our committee. But, as I recall, there are some illnesses 
that, if they are not service-related, the Veterans' Administration 
has much more limited coverage. 

Now, I would think Alzheimer's would not be a service-related 
disability. Does that mean that the health care coverage for some- 
one in the VA system is more limited and what kind of limits are 
there on the VA coverage? 

Mr. Mackall. Yes, Mr. Chairman, there are some limitations. 
The service-connected veteran has number one priority but in the 
case of Alzheimer's, which is non-servioe-connected, as my testimony 
indicated, they get the same type of treatment when they come into 
the hospital. 

The hospitalization is open to all veterans whether they are serv- 
ice-connected or non-eervice<onnected. It is the outpatient care 
where we run into the problem. 

However, the veteran that comes to the hospital for hospitaliza- 
tion can be treated on an outpatient basis if it is medically deter- 
mined that home care treatment might obviate hospitalization. 
You can apply that to any condition, whether it be a heart condi- 
tion, Alzheimer's, or whatever. 

One thing that we can do with the Alzheimer's patient who is 
admitted to the hospital, and the law says they must be admitted 
to the hospital before we can take the next step that I am ^oing 
into, is that after a period of hospitalization we are permitted 
under the law to outplace the patient either in a skilled nursing 
home if that is the level of care that the patient needs-^and we 
have 220 of those type beds at Bay Pines^r, if it is custodial type 
care that the patient needs— and that again is a medical decision — 
we can outplace that patient into a community nursing home. 

We can pay the bills up to 6 months. Now, you say, what hap- 
pens after that 6 months? 
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Mr. Waxman. What happens? That would seem like a fairly 
short penod of time. 

Mr. Mackaix. Well, w^^^^ you are paying $1,500, $1,800 a month 
for some 100. 125, 130 patients from your own facility that are in 
the community nursing home, it is a lot of dollars. However, the 
Veterans Admmistrauon, through the Department of Veterans' 
Benefits, has a pension program and assimed to this program is a 
thing called housebound or A&A. Now, A&A means aid and assist- 
ance. 

A veteran that has limited income and is drawing pension can 
draw, with one dependent, up to $642 a month. However, if this pa- 
tient becomes ill with Alzheimer's and is placed in a VA facility for 
care and treatment and then is outplaced into a community nurs- 
mg honie for up to 6 months, the Veterans' Administration Depart- 
ment of Veterans' Benefits is allowed— because he or she is a 
member of that nursing home— to increase that amount to $936 a 
month. 

In many cases, the average income of a couple with Social Secu- 
rity and possibly a small annuity is around $1,200 or $1,300, maybe 
$1,400 a month. That in itself would ahnost take that veteran out 
of the picture of being eligible for this A&A benefit. 

House Veterans Affairs Committee, on which 
Mr. BiUrakis serves so capably, has made it possible that the nurs- 
mg home care after the 6 months, where the patient becomes a pri- 
vate pay patient, that a letter from the nursing home to the VA 
that he or she is in a nursing home, completely— and that the cost 
we will say IS $1,500 a month, which I realize is low, but it is $1,500 
a month, the $1,500 a month income that they have is wiped out 
because it is being paid to the nursing home for the care ofttie pa- 
tient. 

On top of that there is $11,240 annually can be paid to that vet- 
^^^J^J'^^ ^ caretaker of the patient, that works 

out to $936 a month. Medicallythey say that the patients should be 
at home as much as possible. That patient who is at home could be 
a houuM and that housebound patient would go from 

$7,700 annually to $9,000, or $751 a month. The housebound benefit 
can contmue until death. 

The aid and attendant benefit can only remain as long as the pa- 
tient IS m a nursing home, or if the patient goes home— as the gen- 
tleman here said that he took his mother home— if the patient is 
unable to feed himself, clothe himself, take care of the necessaiy 
needs of nature, and is so documented by a physician, then that aid 

w ^IJg'^"^* benefit can continue while the patient is at home. 

Mr. Waxman. It sounds like the Veterans' Administration has a 
much more generous coverage for its members than Medicare has 
for most elderly people. Is that an accurate statement? 

Mr. Mackall. That is a good statement Mr. Chairman. 

Mr. Waxman. Now, does Medicare contribute to a veteran or is 
this 

Mr. Mackall. No sii^ Medicare does not contribute anything to 
the VA. 

Mr. Waxman. Well, perhaps we might look at the VA to see how 
well their coverajge might fit in under the Medicare ProgxBm. Do 
you think there is a model that you all can look at and see ?f we 
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ought to extend coverage for Medicare beneficiaries to be the 
same? 

Mr. Mackall. Yes, sir; I really do believe the latter. I feel so 
helpless in many, many instances for people who come to our hos- 
pital and our ofnce just for advice about what can I do with dad or 
mother, or what can I do with my brother. They are nonveterans. 
It is devastating. Mr. Chairman, to try, as the lady on my right— 
you want to cry because there is no answer. 

I mean all tne evidence is not in and nobody has the answer to 
what am I going to do with mother, what am I going to do with 
father. The vA, we do have some answers— we do not have them 
all. We just have some. And thank God that we do have just some 
of those answers, Mr. Chairman. 

Mr. Waxman. Thank you. 

Ms. Szumski, we mentioned earlier that Mr. Bilirakis has led the 
recent efforts to include a provision in legislation now before the 
Congress that would require the Department of Health and Human 
Services in Washington to establish Alzheimer's family support 
^oups in institutions such as yours. I supported this effort because 
it is clear to me just how important these groups can be in dealing 
with the many problems associated with Alzheimer's. 

I assume tnat Bay Tree Nursing Center has an Alzheimer's 
family support group. How do they function and what kind of role 
do they play in the lives of these Alzheimer's families? 

Ms. Szumski. We do not have our own support group at our facil- 
ity. The family service centers in the area here have been running 
fabulous family support groups and we have been referring to 
them. They have more expertise than I could ever have of the ill- 
ness. 

The biggest support I have been able to give to families who 
come to me is informing them of resources, informing them of aid 
and attendance programs through VA, informing them of services 
that are in the area. People are totally unaware. They hide and 
stay in their homes. They are trapped. They do not get out. They 
are afraid to ask. They are ashcuned. They are guilty, whatever 
feelings they have. 

We are doing a good job toward getting that information out to 
people but we need to work harder and do more. 

Mr. Waxman. In your experience do these support groups really 
make a big difference to the people who use their services? 

Ms. Szumski. Oh, yes; the support I give— I have 120 patients in 
my facility I have to give support 1 to I to each of those families. I 
cannot give them 40 hours a week or 60 or 60, enough support. And 
I cannot give them the kind of support thev really need, ^ey need 
to be with others who have the same problems. I can only empath- 
ize. I have not been there. 

Mr. Waxman. So, while we are talking about the great costs of 
dealing with the Alzheimer's problem, and we have got to start 
tackling it, the least we ought to have available to the family mem- 
bers are these support groups to help them through this difiHcult 
time? 

Ms. Szumski. They do a great service to all of us. 
Mr. Waxman. Thank you very much. 
Mr. Bilirakis. 
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Mr. BiLiRAKis. Thank you, Mr. Chairman. Mb. Szumski, I too am 
very appreciative of your caring attitude. I am convinced that you 
«y® appreciate everything that you do for our people. 

Mr. Mackall, Mack, you have been a great proponent for veter- 
ans m the years that I have been involved with Bay Pines and di- 
rertly ydth you and we appreciate all your help in so many very 
different ways. Your testimony, and 1 know from my personal 
knowledge, mdirates that the VA is conducting research on Alzhei- 
mer s. Where is this research being conducted. Mack? 

Mathers, the AC3MD for extended care at 
the VA central office, has the center where these are being con- 
ducted. As I know, the GRECC's that are going on now, there are 
Ave of those around the country that are working in the geriatric 
area and m Alzheimer's. 

Mr. BiURAXis. Are they actually being conducted in VA facilities 
or are we talking about VA grants to non-VA? 

Mr. Mackall. No; in VA facilities. 

Mr. BiURAKis. In VA facilities? 

Mr. Macsall. Yes, sir. 

Mr. BiLiBAKM. Is that research, or the results of that research, 
bemg correlated, or shared, with other research faciUties, other 
non;VA research facilities that might be doing research on this 
subject, to your knowledge? 

Mr. Mackall. To myknowledge, I would have to say, yes. I be- 
lieve that all medical schools and all of the research that is going 
on m this country today is being shared with one another. But to 

aye you a positive just who is sharing what with whom, I cannot, 
r. Congressman. 

Mr. BiuRAKis. Should there maybe be some sort of clearing 
house available possibly, Mack, that all these would have to be 
shared with? 

Mr. Mackall. Absolutely. 

Mr. BiLntAKis. Thank you. 

u 5l'^V.^v**',y^L*^ Congress-weU, first of aU, you are here on 
behaJf of the Health Insurance Association of America, so you are 
not ^rectly representing your company. In that coimection, assum- 
mg that the health— and, by the way, I express my appreciation for 
your willingness to come to testify at this hearing and driving the 
distance, I beheve you have come all the way from Jacksonville for 
it, and we very much appreciate that, sir. 

The hearing, I think, would be incomplete were the insurance in- 
dustry not mduded. Can I assume that the insurance industry ac- 
cepts the fact that there is going to have to be better coverage for 
long-term care and Alzheimer's? 

Mr. Arnold. Congressman Bilirakis, that is absolutely correct. 
Tliere are market demands already because we have, as we all re- 
ahz^ an agin^ pojpulation. That is going to become the market of 
the future, qmte frankly, for insurance companies. We are already 
feeling those demands and we are developing innovative ways to 
project the costs for long-term custodial care. 

Mr. Bnj^Kis. All right. Now, can Congress be of any help in 
sort of speeding up these prcdections so that we can expand the cov- 
erage? 
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Mr. Arnold. We have already met with Congress in 1984 and we 
would like to continue that kind of dialog so that we can express 
some of the problems that we are having as an industry in develop- 
ing these kind of products, given the scarce resources that we have 
to work with. 

Mr. BiuRAKis. Well, Henry, I think by now certainly the insure 
ance industry and others know that I am a free enterpriser and I 
do not think the Government ought to be involved any more than 
we might have to be. But where there are needs and free enter- 
prise does not, within a reasonable period of time, take care of 
those needs— and I am talking about needs for people who cannot 
help themselves— then Government supposedly would have to get 
involved. 

So, I guess basically what I am saying is that I am talking about 
catastrophic coverage under Medicare. And I will tell you that 
there is talk in the Cbngress for some sort of a catastrophic insur- 
ance type of a situation. In my mind, catastrophic would be includ- 
ing long-term care. 

I will tell you that the move in Congress, to my way of thinking, 
is to basically force this issue, if it is not taken care of somehow by 
the insurers themselves. I would like to commend to your atten- 
tion, sir, that I would like to see better progress toward that end 
from the insurance companies themselves. 

I just do not want to see the situation arise where Congress is 
basically shoving somehow, if it is within our jurisdiction, shoving 
it down the throats of insurance companies, but it may come to 
that basically to get results. 

No threat. Please do not take it that way. I am just trying to be 
helpM. 

Mr. Arnold. Mr. Congressman, we are realists, we are very prag- 
matic, we see that and we see it as a threat, quite frankly. I have 
been in the business since the advent of Medicare. We see that a 
lot of Medicare coverages have been cut back and it has fallen 
upon private industry to pick up the slack where those benefits 
have been cut. 

We recognize that there is a need and we see that the private 
insurer must fill that need. We are finding ways to do that, as I 
said. The cost of health care has been ameliorated because of, we 
feel, a lot of strategies and tactics that insurance companies have 
developed over the last several years to contain costs. 

With that flattening of inflation in health care, we see more dol- 
lars being released so that those dollars can be put where they are 
most needed, hopefully not in vitro fertilizations and those other 
unnecessary things that have been mandated by regulatoiy routes, 
but where they are really needed, in long-term care. It is a very 
dramatic need and we feel that the insurance industry will fill that 
need. 

Mr. BiLiRAKis. Would you be a good contact for us, sir, should we 
need any additional information towards this end, so we can help 
one anotiier? 

Mr. Arnold. Yes, sir. 

Mr. BiLiRAKis. Thank you, sir. And thank you, Mr. Chairman. 
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Mr. Waxman. I want to thank each of you for your testimony 
and vour participation in this hearing. You have been very, very 
helpful to us. Thank you. 

TTxe next panel will discuss what can and is being done at the 
community level to help Alzheimer's victims and their families. 
Mrs. Josephine Biederman is representing the Alzheimer's Disease 
Support Group of West Pasco and Mr. William Roberts is with the 
Area Agency on Aging. These oiganizations and others like them 
have been very active as both Alzheimer's resource centers and 
service providers. 

Mrs. Beiderman and Mr. Roberts, I want to welcome you to this 
hearing today. Your prepared statements will be made part of the 
record in ftill. We would like to ask each of you, if you would, to 
summarize that statement in no more than 5 minutes so we will 
have a AiU opportunity to question you. 

Mrs. Biederman. 

STATEMENTS OP JOSEPHINE D. BIEDERMAN, CORRESPONDING 
SECRETARY, ALZHEIMER'S DISEASE SUPPORT GROUP OF WEST 
PASCO, INC.; AND WILLIAM ROBERTS, AREA AGENCY ON AGING 
FOR DISTRICT V, TAMPA BAY REG^^NAL PLANNING COUNCIL 
Mrs. Biederman. Chairman Waxman and CSongressman Bilirakis, 
my name is Jo Biederman and my husband has Alzheimer's dis- 
ease. In 1960, what I thought was the beginning of a nervous 
brrakdown, my husband's^ personality b^an to change. 

He suffered migraine headaches and m his position of electrical 
engineer for Westinghouse Electric for 89 years, he suddenly could 
not interpret intricate blueprints and I believe that this was the 
formative stage of Alzheimer's disease. 

Forced into early retirement at a reduced pension, we still were 
able to plan to spend a comfortable and active retirement life be- 
cause we were able to save sufiBcient funds by making sacrifices in 
our early married life. 

Now these funds are being rapidly depleted, not for a comforta- 
ble and active retirement life, but for the catastrophoic expenses of 
a nursing home. I was able to care for my husband at home while 
he was ambulatory, although he was not capable of performing the 
daily normal activities. 

I assumed the burdens of daily living for both of us. A hip frac- 
ture on October 5, 1984 put him in a hospital and then a nursing 
home upon his discharge. Postoperative therapy was unsuccessfiQ 
and my husband can no longer walk, must be fed and bathed, does 
not talk coherently and seldom recognizes me as his wife of 60 
years. 

The man I have known and lived with has left me alone. I now 
visit him every day to feed him and to comfort him with my pres- 
ence and to be sure he is getting proper care with dicpiity. After 14 
months in this nursing center I was advised by the administrator 
that my husband was noicQr and disruptive to tine others and that I 
had to take action to resolve this matter the same day. 

Already under stress, I now faced the problem of taking my hus- 
band out in a short space of time. Fortunately, after talking to my 
husband's neurologist he placed him in the hospital to monitor and 
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evaluate his medication which was believed to be the cause of his 
disruptive manner. 

He is now in another nursing home, much improved and the 
staff gives time, shows compassion, and are efficient. Nursing home 
expenses are about $2,000 per month, but $600 is reimbursed from 
his Westinghouse Electric medical plan. These expenses are paid 
with 1985 dollars and were funded for retirement and financial se- 
curity with 1960 dollars. 

I find comfort and social activity as a member of the Alzheimer's 
Disease Support Group of West Pasco. It has helped me understand 
and how to cope with the problems brought on by his disease. I also 
attend seminars locally and have gone to Atlanta, GA, and Orlan- 
do, FL, at my expense. 

I would like to see Federal Ainds given to our community to set 
up training courses for staff who care for and have personal con- 
tact with the Alzheimer's patient, to encourage local nursing 
homes to set up special wings used exclusively for Alzheimer's pa- 
tients and staffed by trained personnel, and to fund existing or new 
daycare centers for Alzheimer's patients to give respite for care- 
givers. 

I hope that by the testimony you are hearing today you will help 
us find a cure and lessen the tremendous burdens we are shoulder- 
ing by passage of the legislation you are currently considering. 

Thank you Mr. Waxman and Mr. Bilirakis for giving us hope 
and thank you for the opportunity to tell you of my experience 
with Alzheimer's disease. 

[Mrs. Biederman's prepared statement follows:] 
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SUBJECTi Congressional Hearing on Aliholmer's Disease 
PLACEi SI. Mark Village, Palm Harbor, Fl. 
DATE I January 27, 1966 

TESTIMONY PYi Josephine D. Bledeman, Caregiver 

-.^5 Croton Drive, New Port Rlchey, PI 33552 

I am Josephine D. Blederman and ny husband has Aiihelmer's Disease. 
A simple statement of fact but with complex effects on the lives of 
the persons Involved. I am grateful for the opportunity to testify 
about AlKhelmer's Disease and of the devastating Impact It has on 
the social, economic and emotional health of the victim and the 
family. 

My husband, Loren, was employed as an electrical engineer at 
Westlnghouse Electric Corp. for 39 years. In i960, at the age of 
60, he started to have a personality change from a decisive and 
calm Individual to one who had to exert more effort to make the 
decision, suffered from severe migraine headaches and had experienced 
difficulty Interpreting Intricate blueprints Involving a segment of 
the Nlkl-ZeuB missile project. 

I thought he was on the verge of a nervous breakdown, which 1 now 
believe was the formative stage of Alchelmer's Disease, and I 
encouraged him to retire early despite the reduction In his pension 
benefit to $236.26 per month. Because of our sacrifices In our 
early married life we were able to accumulate sufficient funds to 
live a comfortable and active life In our retirement years. We 
moved to Florida In 196I and purchased a home and boat and looked 
forward to a relaxeU and pleasant retirement. 

Unknowingly, and unfortunately for both of us, Aishelmer's Disease 
crept Into our lives and my husband became very critical of me for 
no apparent reason, always put me on the defensive, and spoke 
harshly and rudely to me privately and In public. His Illness had 
started to affect our relationship and I hoped his health would 
Improve. It did not. Our marriage of 32 years up to that time 
had been a pleasant and nonial relationship, and then suddenly In 
1967 nv husband completely rejected me and from then on I was 
merely his housekeeper* 



59-807 0-86-12 



352 



350 



As time went on ny husband becane more forgetful, impatient i 
disoriented and Incapable of taking care of himself. He became 
aggressive and one tine he almost ripped out ny eyes when he 
scratched my face out of fnietration in not being able to under- 
etand an explanation about the locking of the door. He was 
disoriented when driving the Ctir and I had to direct him. It was 
a blessing when he had an eye operation In I96I and he voluntarily 
stopped driving the car. He was not capable of performing the 
dally normal activities and I had to assume the burdens of dally 
living for both of us. To satisfy his urge to %mnder and to 
avoid getting hurt or getting lost, I walked with him several 
tines a day for approxinately one to two miles each time. 
During the past several years, starting In 1961, my husband's 
medical problems Increased, beginning with an interoculary lene 
implant In February 1981 i prostate operation In April 1981 1 
etroke In March 1983 1 diagnosed as Alshelmer's in July 1983 1 
diagnosed as having Parkinson's In September 1983 and a hip 
fracture on October 5i 1984, Fortunately for us these nedlcal 
expenses were largely covered by Medicare, supplenental coverage 
and his Westlnghouse medical plan. Until the tine of his hip 
fracture I was able, and capable of, taking care of my husband 
at hone with a nlnlmum of nedlcal expenses and the costs of 
respite care. Now my husband Is conpletely dependent upon someone 
else for all his physical needs and as I an no longer able to care 
for hln at hone he was placed In a nursing home upon his dlrcharge 
fron the hospital where he was treated for his hip fracture* 
Because ny husband Is a vlctln of Althelmer's Disease, post- 
operative physical therapy was unsuccessful and ny husband can 
no longer walk or talk, must be fed and bathed and seldon recognises 
me as his wife. The nan I have known and lived with for fifty years 
has left me alone. There Is very little More that I can do for 
ay husband other than be sure he gets the best of care and to confort 
hln with my presence. I visit him at the nursing center every day 
to feed hln at lunch or I employ someone to substitute for ne when 
I need a day off. 
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Whll. ny husband mb at thl. nur»ln« e.nt.r, wh.n n.e.ssary, I 
qutatlonid th. quality of care that he waa getting and made 
•uggeetlons and requeeta for changea that I felt would be help- 
ful. Attached to my testimony are two letters that describe 
some of my hardships during the fourteen months at this nursing 
center. You can't Imagine the emotional shock that I experienced 
When the admlnlatrator of the nursing center came to me In the 
early afternoon of December 9 to advise me that 1 had to take 
some action that day because my husband was disrupting the 
care center residents by his noisy behavior. 1 bec«ne frustrated 
and concerned about what action 1 could take In that short space 
Of time. Knowing that my huaband had to be removed from the care 
center my only recourse was to Immediately contact his neurologist 
and he arranged to have him admitted to a hospital to monitor and 
evaluate his medication which was believed to be the cause of hie 
disruptive manner. Upon hie discharge from the hospital on 
December 19. 1985 he was placed in another nursing center and is 
improved. The staff gives time, shows compassion .mclent 
In handling their patients. 

Mr. Bledeznan's nursing home expenses are approximately $2,000.00 
a month less $600.00 reimbursement from his Westinghouse Electric 
medical plan. All of my husband's expenses are paid for out of 
his personal funds which 1 have set aside in a sep«-ate account. 
We are more fortunate than others but our funds will shortly be 
depleted. Funds that we set aside for retlr«nent and financial 
security with i960 dollars and spending for long ten. care with 
1965 dollars. 

When 1 was told that Mr. Biedeman had Al.helmer's Disease I had 
no idea what it was and what effect it would have on our future. 
I became a member of the Al.heimer's Disease Support Group of 
West Pasco and through involvwaent with their meetings 1 got 
educated about Alaheimer's Disease. By listening to medical 
professionals, social workers, health care providers and most 
of all listening and exchanging Information with other caregivers 
I was able to cope and adjust my life around this Invader to our 
lives. 1 have attended seminars locally and in Atlanta, Oa. and 
Orlando, PI at my expense. Social activity is stressed among the 
support group members. 1 have learned about the care needs of an 
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Althtimtr patltnt but I also Itamtd thtre Is a lack of knowledge 
of this Bpeoial oare. Our support group is privately funded by 
annual nenbershlp dueB. private donations In memory of loved onesi 
donations from the business community and from other organltatlons 
We are a self-help group of individuals • organited and staffed by 
non-professionals who call themselves caregivers. Our support 
group has underwritten the cost of a self-intructional course, 
giving continued education uru a to registered nurses and 
licensed practical nurses in local nursing homes • which teaches 
and explains the needs and care of the Altheimer patient. The 
course is entitled "Whose Confused" by Linda S. Oreenfield. RN, BS. 
Ironically the practical application of the type and methods of 
quality care as enumerated in the course is not possible because 
the nursing home industry, is not oriented to this approach.' 
I would like to see some of the federal funds funnel ed to our 
community to help set up training courses for the staff who care 
for and have personal contact with the Altheimer patient and to 
encourage nursing hone management to set up a model Altheimer' s 
Disease patient wing to be used exclusively for Altheimer patients 
and staffed by those who have received training in this care. 
There is also a need for day care centers who will admit Altheimer 
patients to give respite to the caregiver. 

As for myself I Just live from day to day trying to cope and to 
try to help other caregivers. My world has narrowed down to 
coping and living with Altheimer' s Disease. 

I appreciate and totally support Mr. Bilirakis' efforts on behalf 

of the Altheimer' s Disease victim and family and in the hope that 

by the testimony you are hearing today you will help us find a 

cure and lessen the tremendous burdens we are shouldering by passage 

of the legislation you are currently considering. 

Thank you for the opportunity to tell you of my experience with 

Altheimer 's Disease and to express my personal feelings. 
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26 Croton urlvt 
n«« Port aich«y, 
April 17, 1985 



Fl. 33552 



__ Adnlnlstrator 




Dear Ms. 



On Tuesday* April 16, 1985 at 6i20 PM I vUitsd my husband. 

covsrsd with Ms exoremsnts. Hs was crying -Get ms up. 
liBT ins up« 

L'^^L**' "o'^h station and asksd Ms. HBB why Mr. 
Bisdsrnan was still in bad after being put there for a 

"^l ^^'i* condition he cSuld b! lift in 

bed for 20 oonaeoutive hours. 

!Jf5 "°oo*or's orders". I sdvlsed her that I 

didn't believe her and I bsca»e agitated with her reply. 

If Na^aBip was following the doctor's orders she would 

S«^:fD'5n anS'^rwSShed?^ 
aressed and up for his dinner. 

lUIlJ^vi!!* K^l Bledennan she did 

SialSdT * ^ '^^ 

Sill ISJ^n^'i^^'ri*"*'" " 4 *hat Mr. Biedenum 

will try to olean the exorements away with his finxera and 

with Mr. Biedeinan but I cannot contaot all of then when 
they are constsntly changed froa day to day. I f 1.1 the 

s:?:Vo?"?snr-52ti;;j?5? " 



Sincerely, 



Josephine D. Biedemsn 
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26 Croton Oriv« 
N«w Port Riehoy. PI 
Zip Ood« 33552 
January 13, 1966 



Jir^JHIHHBm Pr««id«nt 



Dtar Mrt 8hiv«i 



R«f Z«or«n T. Bi«d«nnan 
forwr ryida nt at 
^MMBt4Hip Nuraing Cantar 

fro« 10/30/6U to 12/9/85 

My purpoaa in writinf thia lattar ia to naka you awara of tha 
oonditiona tha t advaraaly affaotad Mr. Biadarmn'a atay at 
^■^■•^•^ Wuraini Cantar, and hopafully that thia informa- 
tion My ba uaad to iaprova tha quality of oara for othar 
Alihaiaar Diaaaaa patianta now and in tha futura civing oonoid- 
aration to a aaparata wing davotad axoluaivaly to Alihaimar 
Diaaaaa patianta. 

My huabandi loran, auffarad a atroka in March 1983 and in July 
1983 «aa diagnoaad a vieti» of Alihai»ar*a Diaaaaa and aub- 
aaquantlv «aa diagnoaad aa auf faring fro* Parkinaon'a Diaaaaa. 
During thia pariod of ti«a I waa abla to taka oara of hin with- 

*^ ^^ uibulatory. On Ootobar 5, 

198<» ha nracturad hia hip and w aa ho apitaliaad until Oetobar 
30 and and than tranafarrad toMMBi^ni M^aing Cantar. 
At my pra-admiaaion confaranoa with tha nuraing ataff I 
thoroughly axplainad what hia oara raquiramanta wara aa an 
Alihaimar patiant and waa aaaurad ha would raoaiva propar eara. 

During ay huaband'a atay 1 notioad a gradual daelina in hia 
mantal and phyaieal haalth. I attributad tha daelina to ovar- 
madication» a conatant ehanga of aidaa which addad to hia 
eonfuaion and with thia conatant ohanga in paraonnal thara waa 
no aat pattam of cara from aida to alda. Mhan a mala aida 
waa attending to my huaband with a dagraa of compaaaion ^y 
huaband raapondad vanr favorably to him. But it %%w that 
an aida who ahowad a llttla oompaaaion and took tima to cara 
did not r«MMdn amployad vary long. For axamplai Laa Shaw 
an aida and Jim, an LPN on tha 3 to 11 ahift. My huaband 
raaetad unfavorably to tha many changaa raaulting from rapid 
turnover of aidaa and tha policy of tha nuraing diractor to 
rotata aidaa conatantly. I baliava that tha adminiatrativa 
and nurainf philoaophy ia to gat tha job dona aa quickly aa 
poaaibla with tha laaat amount of affort. My paraonal obaarva- 
tion alao indicated that tha high numbar of intanaivo eara 
patianta, without an ineraaaa in aidaa, diminiahad tha quality 
eara of tha othar patianta. 

-1- 
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R«f Lor«nT. Bl«d«rmani continued 



I trl«d to oooptrat« with th« etAff and to mak« it •asivr for 
thtn I purchased a oonnod* to Bak« th« switch from chair to 
comoda and than to bad. My husband waighs I65 lbs. and it 
took two fanala aidas to tranafsr him. Ha was actually 
thrown into bad from tha ohair or tha oommoda, with the aides 
falling into bed with him. I think this was uncalled for and 
demeaning to my husband. For his comfort I also bought a 
reclining chair at a cost of $<f73.00. 

My husband's medication charges were about $200.00 a month 
and at times .1 found items duplioated on my invoice for the 
month. Specifically he was getting Navane 5mg two times a 
day. I was billed for 210 pills for the period 9/I0 to loA/85. 



This covers a period of 2k day or 48 pills to be dispensed and 
I was billed for 210 pills. This reflects a laxity in ordering 
medication. When I called this to the attention of the staff 
I was told to get in touch with the pharmacy. I think it should 
have beep the responsibility of the staff to make this correc- 
tion as they have control of the ordering. 

On D ecember 9» 198 5 at approximately liOO FM I was informed by 
Mrs.Mi^VMMf Administrator, that I had to do something 
about my husband that day as he was noisy and disrupting the 
other patient s. Knowing that my husband was not wanted at 
^■■V^B^ Nuraing Center, larranged with my neurologiot 
to admit my husband to a hospital to monitor and evaluate his 
medication as I felt he was being over-medicated and causing 
his confusion. 

As a result of his stay in the hospital my husband's medication 
was reduced substantially and my first monthly medication charge 
was $56.00 oompared to around $200.00 previously. He is now 
at Park Lake Village Care Center and he is in a stable condition 
and is getting friendly and compassionate care from all the 
staff. The aides are permanently assigned and he is treated 
with warmth and dignity. 

Please accept this letter as a brief hist ory o f my unfortunate 
experience with the care of my husband at flBMMW Nursing 
Center and is not meant to be vindicative* If it improves the 
quality of care for Alzheimer patients I feel I have attained 
my objective. 

Very truly yours, 



Josephine D. Blederman 

Certified mail 

Return receipt requested 

Medical Expenses - Loren T. Biederman 
October 5f 1984 to December 9, 1985 



Medical Expenses $45,536 
Hospital, Nursing Home, 
Medication, Doctors 



Reimbursed by Medicare and 
Westinghouse Medical Plan 30,426 
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Total out of pocket expenses $15,110 
Plus Insurance Premiums and 

Cost of Respite Care 1^9S«> 

Total Personal Costs $17,065 
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Mr. Waxman. Thank you very much for that testimony. 
Mr. Roberts, 

STATEMENT OP WILLIAM ROBERTS 

Mr. Roberts. Members of Congress and ladies and gentlemen, I 
am Bill Roberts. I am employed by the Tampa Bay Regional Plan- 
ning Council, which is the Area Agency on Aging for District V, 
including Pasco and Pinellas counties, FL. 

You have already heard that Florida's population is as diverse as 
any other group and especially the elderly. It is difficult, if not im- 
possible, to stereotype them as a particular ^up. 

TTiere is variety in the group. Let me give you some examples: 
Eighty percent of Florida's elderly are very active, selfnaufficient, 
and independent citizens within their community. Another 15 per- 
cent require some assistance at some time, either on a temporary 
basis or a partial basis and then they move from that 15 percent 
back to the 80 percent. The remaining 5 percent do require the 
needs and services of long-term care that we have heard about this 
morning. 

It is estimated that only 2 of that 5 percent is in Florida's nurs- 
ing homes. However, nationally we understand 5 percent are in 
nursing homes. Therefore, we feel that Florida is doing a fairly 
good job of keeping people out of those long-term nursing home in- 
stitutions. 

However, we want the opportunity to keep adding to our pro- 
gram, adding to the strength to the program. I realize this program 
is getting along so I will mention only a few of the things that I 
was going to cover today. 

We need to understand the uniqueness of Florida. In 1980 the 
census listed Florida as the State with the highest percentage of el- 
derly in the entire United States: 23 percent of our population was 
60 or over. By 1982, that percentage had already risen from 23 to 
25 percent. 

In the two counties that I just mentioned, Pasco and Pinellas 
counties, the numbers increase to 36 percent of their population 
that is age 60 or over, with over 129,000 that are over 75. So this is 
a uniqueness that we have to take into consideration in planning 
the expenditures of the funds of the Older Amercans Act and the 
Community Care for the Elderly dollars. 

There is another unique factor in Florida that we must consider, 
that many, many of our elderly people move here, migrated from 
out-of-State. Therefore, they do not have the support system of 
family, close friends they have lived by for a number of years. This 
is an important fact we have to remember. 

I am very happv to tell you that this last year, 1985, the Council 
distributed over $6.2 million of Older American Act funds, over 
$880,000 of USDA funds, and $3.2 million of Community Care for 
the Elderly funds which are Florida general revenue funds. 

To give you some idea of what these funds purchase I would like 
to give you a few numbers: 322,000 hours were provided in adult 
daycare programs; 27,000 hours were purchased for chore services; 
91,000 days of emergency alert response was provided; 30,000 hours 
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of homemaker service was provided; 516,000 trips to and from 
dining sites, shopping centers, and doctor visits were provided. 

Title III-C of the Older Americans Act provided 800,000 meals at 
congregate meal sites, 611,000 home delivered meals. Now those 
were title III fund3. In addition to that, the Community Care for 
the Elderly— the 3.2 million I just mentioned— provided 50,000 
hours for daycare, 81,000 hours in emergency alert response, 
160,000 hours of homemaker service and 94,000 hours of personal 
care, plus others. These are j*ust examples that I am giving you. 

Florida has adopted a policy of providing more long-term care of 
the elderly residents. We support that policy. We encourage it. 
However, the one thing that we do want to remind everyone, at the 
Federal as well as the State level, remember the 15 percent that I 
told you that required some service at some titne, either partially 
or temporarily. 

If that group is cut by just one-third, if you reduce the 15 aown 
to 10 percent, you could very easily, as Congressman Waxman said 
earlier, double those needing long-term care from 5 up to 10 per- 
cent. So we do need to continue that support for this group, the 15 
percent as well as, support for the group in the 5 percent. 

I think for the generations that helped this country survive the 
Great Depression, World War II, Korea, and Viet Nam, we must 
accept the challenge to provide them with the flnest quality of life 
possible. Thank you. 

[The prepared statement of Mr. Roberts follows:] 
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H0U8B BNBRQY AND CX)HMBRCB 8UBCX>HHXTTBB 
HEALTH AMD BNVIROrMENT 
PUBLIC HBARING 
PALM HARBORr FLORIDA 
JANUARY 27 r 1966 



CongraiMan BxllcaKlSr iMiiU>srt of the SubcooalttMr ladles and gsntlsffisn, 
I aa Nilllam RobectSr aaployad by Taapa Bay Regional Planning Counoll/Acaa 
Aganoy on Aging of Olatclot V (Peaoo and Plnellaa Count lea ) • It la an 
honor end pleaauce to be invited to participate in thla public hearing 
regarding eoae of the concarna of our elderly dtltene. 

Florida* a elderly population la ae dlveree ae any other age group and can 
not and ehould not be etereotyped. Generally epeaKlngr e great majority 
(801) of older Flprldlene are eelf-eufflclentr active Mabere of their 
conaunltxee. Seen (151) are or will beoone pertlelly end/or teaqporarlly 
dependent on prlvete or public eeeletance for baelc neede. Nany of thla 
group have been eble to aove back to eelf-euCf iclency with proper prlvete 
and public eupport. The reaelnlng group (51) requlree the eervlcee of 
long-tern care programe with only two per cent (21) of the elderly reeld- 
Ing m nurelng hoaee. Nationally, It le eetinated that five percent (51) 
of the elderly reelde In nurelng honee. " 

Long->tera cere le an extremely complex eubject involving a wide array of 
healthy eoclal end pereonal care eervlcee ranging acroee many professional 
dleclpllnee. The elderly receive eervlcee under a variety of author 1- 
satlona, with different eligibility req'Jlremente and administrative etruct- 
uree, In both public and private eectore. In order to provide older people 
with an acceeelble, oomprehenelve eyetem of communlty-baeed long-term 
care, eeveral Key oomponente are neceeeery. Theee are Integration and 
coordination of community eervlcee through reeource development and manage- 
ment, and client aaseeement through a caee management eyetem. 

Long-term care hee traditionally been interpreted ae those eervlcee pro- 
vided on an extended term baele to the chronically ill or Impaired pereone 
In xnetltutlons. As a reeult, long term cere has been commonly viewed aa 
being eolely delivered by the nedloai profeeslon* Bowever, the exceeelve 
coet of inetltutlonal cere and the increaeed demand for non-lnetltutlonal 
community based eervlcee by older people and their famlllee have con- 
tributed to a growing awareneee and acceptance of community baeed alt erne- 
tlvee. Bven though the concept of communly baeed long-term cere le now 
beginning to broaden, health profeeelonele etill tend to view the aging 
networK ae provldere of eervlcee to the well elderly rethec than plannere 
and developers of systeme of community baeed, in-home and Inetltutlonal 
care eervlcee. However, the Network on Aging, vie Ite current structurs of 
State and Area Agendee on Aging, hae emerged as the developere and mana- 
gere of a negotiable continuum of care for older persons and their famlllee 
In many communities* The mission of the Network on Aging remains to 
maximise the capacity of older persons to live Independently. 
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At this point it would be appropriate to otCer a definition of long-term 
oare. Long-term care is the entire system of health and social services 
necessary for those individuals who as a result of chronic physical and/or 
mental illness are experiencing decreased capacity in self -care. It 
includes preventivs, educational, administrative, home-delivered, office or 
hospital based , day care or respite care and importantly , but not 
exclusively, institutional care of individuals with impaired capacity for 
independent living. 

Three important factors must be reviewed in any study of long- term care* 
Those are demographic, humanistic and fiscal factors. 

The rapidly growing population age 60 and over nationally is a well known 
fact and now, one of every nine persons is over age 65. Nithin 50 years, 
the aging population will grow from 34 million to 55 million with an 
especially rapid growth of the very old, those individuals age 75 and over. 
Nowhere is this growth nore evident than in our own state. Florida is the 
state with the highest percentage of elderly of any state in the United 
States. The 1980 census reports 23 percent of the state's total population 
was 60-f . The 1982 population estimatek have already increased that 
percentage to 25. Within our own district over 36 percent are aged 60'»' 
with 128,836 over age 75* The aged, below poverty level and those living 
alone or with a non-relative are additional factors that nust be given 
cons ideration. 

The humanistic factor requires that we recognize that the health care needs 
and the health experiences of older persons differ markedly from those of 
the young and of the young adult persons. The health care system now in 
existence is not geared to the long-term care needs of the elderly. In 
addition, elderly persons often require t;ie systematic integration of 
healtn and social services in order to allow them to continue to function 
independently de-pite sone chronic disorder. 

The third major and most persuasive factor which has coeunanded national 
attention is fiscal in nature. Projections of health and long-term care 
expenditures for the elderly are alarming to politicians, resource allo- 
cators and health care providers alike. The cost of nursing hone expendi- 
tures, some 85 percent of which is for older persons, rose from 7 billion 
dollars in 1973 to 18 billion in 1979, but more significantly, is expected 
to rise to 76 billion by the year 1990. Medicaid payments for nursing home 
care constitutes the single largest and potentiallly controllable expendi- 
ture of public dollars. 

CcBUftunity based care, therefore, appears to be the area with the greatest 
promise of meeting both improved quality of life concerns and reducing 
costs. Among the alternatives to nursing home care are adult congregate 
living facilities (ACLF) , adult foster care, hone care for the elderly, 
home health, hospice, channeling, communty care fot the elderly (CCE) and 
various programs funded by Title III of the Older Americans Act. 
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With th« changing ttructurt oC thu Camlly, lower birth rattt and longer 
Ufa expactancy, Cawer of tha dependant elderly will have auch pereona to 
oare for them. In Florida, and thla dlatrlct particularly, with the high 
proportion o£ elderly who have migrated from out of the atate, the like- 
lihood of auch eupport le reduced further* 

During 1965 tha Council dletrlbuted over $6,240,226 In Older Americana Act 
funda, 9679,670 In U.S. Dapartnent of Agriculture caah-ln-lleu of commodity 
funde and $3,194,686 In Community Care £or the Elderly funde to local 
aganclee for the provlalon o£ aervlcee to the elderly. Servlcee Included 
adult day care, chore, homemaKar, counaellng, legal, outreach, tranaporta- 
tlon, etc. The chart below llluetratee the eervlce level provided during 
1985 for each program funded under the Older Americana Act and Community 
Care for the Elderly. 

I Funding Source t Older Americana Act 



Social Servlcee (January 1, 


1965 - December 31, 1965) 


Adult Day Care 


322,466 houra 


Chore 


26,635 hours 


Companlonahlp 


3,536 houra 


Couneellng 


9,426 houra 


Emergency Alert/Reaponae 


90,613 daya 


Guardlanahlp 


21,296 daya 


Hone Health Aide 


3,299 houra 


Homemaker 


30,355 houra 


Houalng Improvement 


2,463 houra 


Legal 


15,939 houra 


Outreach 


12,348 houra 


Telephone Reasaurance 


14,903 calls 


Tranaportatlon 


516,267 trips 


Nutrition (January 1, 1985 


- December 31, 1965) 


Congregate 


799,726 meala 


Home-Delivered 


611,033 meala 



Nutrition Education 74,770 hours 

Outreach 12,566 houra 

II Funding Source i State og Florida General Revenue Funde 

Community Care for the Elderly (July 1, 1964 - June 30, 1965) 



Adult Day Care 


50, 


r260 


houre 


Case Management 


66, 


r533 


hours 


Chore 


13, 


r027 


houre 


Day Care 


50, 


r260 


houra 


Emergency Alert/Reeponae 


81, 


r737 


daya 


BcmemaKer 


160, 


r7l5 


houra 


Hone Health Aide 


2, 


r490 


houra 


Hone Delivered Meals 


17, 


r452 


meala 


Hone Nursing 




522 


houra 


Medical Therapeutic 




720 


houra 


Medical Tranaportatlon 


7, 


r299 


trlpa 


Pereonal Care 


94, 


r027 


houra 


Reeplte Care 


15, 


r331 


hours 
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Th« r«o«ntly (Jtnu«ry, 1965) publith«d, "P«thw«y» to the Future", the 
report of the Florida Conmittee on Aging, recoounende two long-term care 
polioiet, at followti Florida will devleop a oonprehenelve long-term care 
progran including a full range of community care optlone and pre-nurelng 
hone aaaeeament for all elderly coneldered for nurelng home placement. 
Theae programe will be designed to enaure the availability of medical and 
eoclal aervlcea needed to meet the long term neede of the elderly in the 
moat coat-effective and leaat reatrlctlve manner poeelble. Secondly, 
Florida will encourage private sector health care provldera to becorie more 
active in the acreenlng and referral of older clients to appropriate 
aervlcee. 

In formulating theee recommendations into operating policies, we must not 
weaken the eupport eyetem for the 151 mentioned earlier. h reduction of 
one-third to thle group could double the more coetly services required for 
the Inetltutlonallsed elderly. 

For the generatlone that helped this country survive the Great Oepreaeelon, 
World War II, Korea and Vietnam, we muat accept the challenge to provide 
then with the flneat quality of life in their latter years. 
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Mr. Waxman. Thank you very much. You have both given us 
very excellent testimony. 

Mrs. Biederman, let me ask* you this. Your experience now has 
been with the support groups, would it be helpftil for your group to 
have access to a national clearinghouse so it could get information 
on what other organizations like yours are doing to help Alzhei- 
mer's patients and their families? What about access to national 
information on the places for treatment? Would this be valuable? 

Mrs. BiKDBRMAN. It would be very valuable and Ed Geasa of the 
Tampa Chapter ADRA is very helpful to us in many ways so we do 
accept that we would like some more national information. Yes. 

Mr. Waxman. Thank you very much. 

Mr. Bilirakis. 

Mr. BiuRAKis. Mrs. Biederman, thank you also for vour courage 
in coming here today. You have had quite a story to snare with us. 
Of course^ you are not sharing with the general public a couple of 
letters that you have written 

Mrs. BiBDBRMAN. No. 

Mr. BiURAKis [continuing]. To nursing homes here but, we have 
read them, and are certainly shocked as a result of some of the 
things that took place. And I thank you for your recommendations 
as far as Federal ftinds are concerned. 

Mr. Roberts, can we cut from the 16 to 10 percent? 

Mr. Roberts. No, sir. I am suggesting that if you do cut any of 
the support from the 16 percent you could very quickly double the 
6 percent up to 10 percent. In other words, if you take one-third 
away from the 16 percent, that is 6 i>ercent. But that 6 percent is 
not going back into the 80 percent, it is going the other way. It 
probably would increase the more expensive long-term care needs. 

Mr. BiURAKis. Are there any areas, any of these finding sources 
that you are talking about under the Older Americans Act or in 
general revenue ftmds, that if in fact— let us say, if there were not 
additional dollars available— and what we are going through is ob- 
vious to everybody right now— if there were not additional dollars 
available, are there any areas which are being fimded now which 
you feel will be less affected if any of those dollars are shifted? 

I am not certainly recommending that but, if something like that 
were thrust upon us, basically shifting of priorities if you will. This 
is a high priority to my way of thixiking. I mean, we are talking 
here about an area where people cannot help themselves and fami- 
lies, as much as they try, are still being debilitated and in many 
cases the spouse, particularly, goes before the patient because of 
the agony of it all. 

Mr. Roberts. Let me give you a couple of examples. We now 
have six daycare sites in Pinellas County. We have two in Pasco 
County. But one of the six daycare sites m Pinellas County is ear- 
markeid for Aldieimer's patients. We are very proud of that and, in 
fact, the project director for that project is here today. She could 
probably give you a lot more information about the day-by-day care 
and treatment. 

I am also very happy to announce that starting very soon, in 
fact, within the next few weeks, this area agency received a $29,000 
additional grant from the State of Florida to provide respite care in 
Pinellas County for families of Alzheimer's patients 
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.So we are already doing some tJvinijs for the Alzheimer's clients 
ynOi Older Amencans Act and cerkmnly with community care for 
the elderlv. However, when I look at a wagon and you start taking 
one wh^l off of it, it does not mcvo very well with three wheels. 
We need all of the support system to provide for the needs and 
meet the needs of the elderly in this area. 

Mr. BiuRAKis. Thank you Mr. Roberts. Thank you Mr. Chair- 
man. 

Mrs. BiEDBRMAN. May I make a suggestion? 
Mr. Waxman. Yes. 

Mrs. BiEDERMAN. I would like to see a wing just for Alzhemer's 
patients pust to see if it could possibly v.'ork in Pasco Ciounty. Ev- 
erybody just turns up their hands and says, imr>9asible. 

Mr. BiURAKis. A wing where, at the nursing home? 

Mrs. BiEDERMAN. At any nursing centor, inst to have these pa- 
tients cared for in a proper manner. It would be a wonderful ges- 
ture. 

Mr. BnjRAKis. Do we have any nursing home administrators in 
Pasco County in the audience? 

Mr. Waxman. Well, rather than have them respond, I think it is 
a good suggestion and let us have people think about it and re- 
spond to it, not testimony, but see if we can get something done. 

Mrs. BiEDERMAN. It would be a dream. 

Mr. Waxman. Thank you both. You have been terrific people. 

For those of you who have seen the agenda for this hearing, this 
concludes the official testimony we have scheduled. 

But I understand that Miss Cathy Lester of the Governor's Alz- 
heimer's Committee of Florida is here to make a presentation and I 
do not know if Mr. Bilirakis is even aware of this. It may be a sur- 
prise. Could Miss Lester come forward? 

STATEMENT OF CATHY LESTER, GOVERNOR'S ALZHEIMER'S 
COMMITTEE OF FLORIDA 

Ms. Lester. This little bear, Congessman Ellirakis, is a symbol of 
the love and hugs that we do not get when we are dealing with Alz- 
heimer s and you have to get a hug when I present it. 

I lost a husband 4 years and 8 months ago yesterday with Alzhei- 
mer s disease. 

This little bear is a symbol for Alzheimer's disease. He has a 
little keychain on him, for the love and hugs that you do not get 
when you are dealing with Alzheimer's disease. And I get to hug- 
as a widow, I get to hug people. 

We certanly appreciate all the help that Congressman Waxman 
and Congressman Bilirakis have given the State of Florida in ad- 
dressing the needs of Alzheimer's people. I lost a husband 4 years 
and 8 months ago yesterday with this disease and have been 
through the problems that all of you out there who have a loved 
one in your home with Alzheimer's are aware of, the years of 
trying to get an accurate diagnosis. My husband died 2 months into 
his 63d year and doctors had given me some horrendous diagnoses. 

I have done a turnaround. I have gotten past the, why me, to 
working with the association. I am also the regional director of the 
National Alzheimer's Disease and Related Disorders Association 
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Board. We have 126 chapters across the country and 800 support 
groups. They are invaluable to help families just get through the 
day-by'day experiences and know that there is somebody else out 
there who is dealing with the same thing that you are and has the 
same feelings, the guilt, frustration, anger. 

We need the education and the family groups to make people 
aware of what is going on with this disease. The respite care as you 
know, and the daycare centers cure really prime targets that we 
need. There is one daycare center that I know of—and I will tell 
you later — that has a wins for Alzheimer's people. 

Mrs. BiBDBRMAN. Pasco? 

Mr. Waxuah. Thank you very much, Ms. Lester. 

Let me say that if an award is to be given out it should be given 
out to the people in this area for having sent to Congress a man 
who has such deep caring and compassion and wants to do some- 
thing for Alzheimer's people in this area. 

Now, at the request of Mr. Bilirakisi I do not know how you quite 
handle this sort of thing. We usually have witnesses and know who 
they are going to be. But Mr. Biurakis said that there may be 
people here who would like to come forward and say something 
and add it to the record so it will be shared by the Members of 
Congress. 

If you do have something you would wish to say, I am going to 
turn over to Mr. Bilirakis the chairing of this part because I am 
not familiar with how vou do this sort of thing. 

Mr. BiUBAKis. Thank you, Mr. Chairman. 

Mr. Waxbcan. That is the democratic way. 

Mr. BoiRAKis [presiding]. It is something that I would like to do 
if we can. We cannot alwa^ manage to get it in. The chairman 
and his staff, Rutti Katz, will hfive to leave in a short while. They 
have a 2 p.m. flight to cateh. 

I would ask, in the interest of fairness, that the remarks be kept 
to a bare minimum. I know we have to get up in Congress and 
quite often say what we have to say in 1 minute s time. If we could 
maybe limit you to a couple of minutes I would appreciate it. 

That is not intended just for you. Colonel, but of course anybody 
that would have any comments to make. 

Go ahead sir; Col. Pat Imperato. 

STATEMENT OF COL. PAT IMPERATO 

Colonel Imperato. Mr. Chairman, Mr. Bilirakis, and the general 
public, I have lived in Florida for 86 years and in 34 of them I 
chaired 14 retiree organizations. If you want some testimony, you 
come to my meetings. The old have been through it. They know the 
answers. They do not go to any other source but each other. 

In this process I became familiar with a health service agency of 
which I was a member for 8 years. We reviewed a lot of requests 
for aid. My background, I suppose, culls from having 16 members 
of my family witihi the same name as MDs and surgeons, one of 
them past superintendent of the Board of Health, New York City, 
one a medical clinical observer for the Federal Government. 

I include 8 years myself in a health service agenpy, wherein, one 
day we received a letter from a retiree group that I had chaired 16 
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years ago requesting a survey to see if there was room for study 
and research in the field of chiropractor nutritionists. 

Well, 50 percent HEW ftinds went toward this research and, be- 
lieve it or not, up to one-third of Pinellas County goes to chiroprac- 
tor nutritionists and it is in that field that I am addressing this 
group. I have here 

Mr. Waxman. Excuse me for 1 minute. Let me suggest this. We 
are going to keep the record open so if you want to have a pre- 
pared statement, however long it was going to be, we will put it all 
in the record. I do not know now many people here would like to 
be able to comment because I might be able to divide the time so 
that we do not spend all the time with the first person and then 
not have a chance for others. 

I s^ one, two, three, four, five. Well, five people and if you each 
take 5 minutes, it adds up to 26 minutes. I know I am not going to 
be able to be here that long. 

Mr. BiuRAKis. I would very much like to have Chairman 
Waxman, because this is the committee that covers all medical 
matters. Medicare, Medicaid, you name it, medical research and 
that sort of thing, indeed, I think it is very critical that Mr. 
Waxman have the benefit of the grassroots views here. So, again, if 
we can limit these comments to a couple of minutes. 

Mr. Waxman. Let me suggest this. We will set a timer for 3 min- 
utes on each and then when the timer goes you will have to stop. If 
you want to add to the record you will be able to do it and then we 
will have additional thoughts which we will be able to review when 
they are in writing. 

I am not going to be able to be here for everyone. And I apologize 
to those that I will not be able to hear directly, but I will have a 
chance to review the statements that will be in the transcript or 
your oral comments or any written points you want to make. 

Why do we not start with you for 3 minutes and then we will 
have everybody up for 3 minutes. 

Colonel Imperato. Thank you. The first thing I want to do, 
before I forget it, is to recommend^and I advise the Congress to 
listen— that we put nutrition in every medical college in this 
Nation, that we teach nutrition in all our public schools, that we 
have consumers on all boards of directors of all tax-supporteid hos- 
pitals. 

I know it by heart. We should let loose in our institutions, espe- 
cially the tax-supported institutions, chiropractor nutritionists. I 
will guarantee that the basis of these observations are predicated 
on probably 40 years of the research into health care costs. We are 
concerned with a lot of money here. 

I will make another statement that you are not aware of. I am 
currently president of the State Council of Condo Associationt. I 
have already geared up, cranked up the machines, that we ;vill 
support the Congress* efforts to provide funds for these unfortunate 
people. 

We have a slight provision. We . ;d like a period of time in 
which the Congress can honestly e. ^uate the worth, if any, ot 
these nutritional documents in our health care system and divert 
some of that money, even if it were in a trial period of time, in 
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order to prove my contention, that these people have had literally 
hundreds of thousands of people out of our hospitals. 

It is a new field, supposedly a new kid on the block, but you are 
talking to a person who understands nutrition because three of my 
brothers and myself have passed 50 years, married to the same 
woman, and that is two of us at a time because we had beans, pota- 
toes and fhiit and clean air. 

Mr. Waxman. Thank you very much. We appreciate your testi- 
mony. 

Mr. BantAKiB. Thank you, Pat. 

[The statement of Colonel Imperato follows:] 



367 



PAT IMPERATO» 



numaitt 111-714401 nrarn ca-^s as i see rT«»» xtxx. xzxxxm w«*o>. MdiM ma 

Crcdentlalat Strvtd thre« ytara edvloory council health Btrvice agency, 
'0 yr«. head of various retiree ananas, an important eource of health care Info, 
fifteen oieabera of fanlly, aane name, M,D»«, 8ur»?eona, etc.,etc.one, past Supt, 
Bd.of Pealth, T..Y,C, one.orranlxer of federal aedlcel clinloa nationally, one* 
■rec, ".S, . '» 

Mv concern today le the conotant referral to nedlcal aourcea for answers to our 
Ion- terifl llUesses.In view of the dlemal record coiaplled by thle eeenient of our 
society, It follows we omst go elsewheres, fori-ellefjt and I subnlt thnt wo now go 
to the emerging ohlropraotor-nutrltlonlatteaj that Is Produolng galna in the field 
of preventatlTe aedlclne, sspeolally that this profession hes In hand oases of 
lon;^ tern lllnAsees that haTe shown progrees, es against the archaic methods still 
pursued by the nedlcal doctor, producing a good standard of living for this slice 

_ of our clvllUatlon, and very little else.Al«o a fast approaching bankruptoy on a 
n»tlon»il level, ' 
Since 1970,ohiropractic colleges have inc-eased from ten to eighteen, with 3000 

. vraduatea annually. We have 23,000 in praotlse, with alBost 25 million patients, 
f^rirrn, Cel., Florida revealed oonsidereble aavinns in accident oaaas, when the 
attending physlciat! waa a ohlropractor i instead of a medical doctor* It waa a 

■ factor in the decision of the Pinellas Co. School Board to place chiroprectora 
on their nedioal panel( I Bade the presentation, peraonaliy)The atudy ir. Cal. and 
Tregon was oonduoted by mftdical doctors* The Florida atudy was initiateO by my 
reouast to conduot a survey-JOt funded by HEl-/ money, that revealed that up to W 
of Pinellas golnir to chiropractors for treatment of their ills. 
V'e are now addressing "Alaheiners" diaaasa. Our nedioal fraternity la totally in 
the derk as to a oura, a common conoluaion for most diseases .Sinoa no progress la 
admitted and wa are now addrasaing poaaibla fe^ral funding to help these unfort- 
unate people)! aak my Congraas to oonsider placing aone of that money in an exp- 
eriment whereby the chiropractor-nutritionist team trsats all long tarn patiantsj 
and over a period of timerconpare the racorda of the medical docto^aam against 
the new kid on the block.My research in the emerging chiropractor-outrltlonlst — 
shows considerable evidence that we etaou^ llefinitely go this new route, and since 
we have gone nowharaa the way, it follows; and I advise the Congrees not to 
refer to any f^jiptliyg agency to pass on my reoonnendetions, as ^ those groups 
consist of nedioal doctora. Remember the Vox in the hen housottcheok the filee in 
this area; and there exists locally two H.D.'who have turned to heavy rasearoh in 
the fieli of nutrition, making gains treating long term illness, vary happy to 
provide records showing these gains, namely. Hay Wunderltch, St. Petersburg, end 
Donald Carrow H.D., in Largo. There are othara, but these two I have visited* 
I hevo a wealth of material availablk if needed, to further my position on how to 
beet treat the long tern patient, culled from medical journals, AMA records, ato. 
Hy unusual use of words are prompted by too many years observance of the parasites 
in our society, and I have to come across differently in order to nake a point. 
I recommend the following to my Congreaai; Include nutrition in M«dicol collegasi 
piece nutrition in the school roonis«placa consumers on boardjof directors of all 
non-profit hospitele, change food intake in hoapitala to true nutritionCeome do), 
allow chiroprector-nutritionist teams in ell tax supported inetitutiona,and try 
a two year trial period by he%ing all doctors, ell levelai accept Medicare Assignment 
I heve a million^like Jiomie Durante used to aayi but I must yield to others. 

Thank you, 
Pat Inperatoi speaking for the 

I^ln. Council of Cordo Asanas Inc. as Pres. 
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Mr. BiURAKis. Who is next? This lady right here. 

STATEMENT OF LINDA BARNABY 

Ms. Barnaby. Chairman, I am Linda Bamaby. I am a native of 
Florida. My husband has had Alzheimer's disease since 1980 and 
the doctors told me it was probably 8 or 4 years before that and he 
was 64 years old. I have been to Dr. PfeifTer. I have been to Bay 
Pines. I have been to everyone. I Just got a letter Saturday from 
the President of the United States. 

Why I asked about Bay Pines was, I am not asking for myself. I 
work. I am 68 years old. I have been 25 years with my company. I 
have an 87^ear-old mother. I have a 84-year-old son who ^ com- 
mitted, tried to commit suicide since 10 years old. So you think you 
have a problem. 

Well, I went to Bay Pines and they told me I make too much. I 
wrote the President pjid i said 

Mr. BiURAKis. Yot' went to Bay Pines for admission of your hus- 
band? 

Ms. Barnaby. My husband— to get some kind of care. I do not 
have the monev to go to a private doctor. My insurance will not 
take care of all this becasuse he has Alzheimer's. Alzheimer's, to 
me, is the same as cancer. It is a disease and Medicare had better 
learn that. 

What I went there for and I asked the President— I am not 
asking for myself. My husband served in the South Pacific for 4Vii 
years. I was not even married to him at tiiat time. Why are they 
considering my salary? 

When my husband was diagnosed as having Alzheimer's, we had 
just signed a home on the 18th of March for a mortgage, $66,000. 
On the 28d of March he was declared 100-percent disability. CAT 
scan, eveiything that went with it, my insurance paid for that and 
that is it. For 6 years. 

I am left with a mortgage, with an 87 year old mother, a son. At 
68 I am still working. I do have him in a daycare center. Thank 
God for that. He goes to school every morning. He tldnks he is 
going to school because the bus picks him up. 

But this man cannot bathe himself. He can sit there and feed 
himself. But if I told him to change his clothes, he would look at 
me or walk out the door. This man does not know what to do. I 
have to bathe him. I have to put the toothpaste on his toothbrush. I 
have to shave him. 

Tell me that is not 24-hour day care. 
' Mr. WAXBiAN. You are caught in a squeeze. You are not poor 
enough to get coverage. They will not cover you and you are work- 

. Barnaby. Right. 

Mr. Waxbcan. Is your husband a veteran? I know you said 

Ms. Barnaby. Yes; 4M years. Thank God for Dr. Goldberg. He is 
the only one that has been very kind to me. I did get in and talk to 
him. But they still do not have any care for me. I even offered to 
give my husband's brain as reseandi to Bay Pines if I could get— if 
I know that it comes down where I have got to put him into a facil- 
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ity I cannot pay for a nursing home. I have got to finish paying for 
that home, take care of mother 

Mr. BiuRAKis. Well, Mrs. Bamaby, the Quality of the person 
shows up and Mr. Mackall is still here from oay Pines. He aid not 
just give his testimony and leave. 

Mack, I do not know whether you have anything to add as far as 
this is concerned or will you be willing to talk to Mrs. Bamaby if 
she just gives up the mike at this point? 

Will you please go over and talk to Mr. Mackall. He is with Bay 
Pines. 

Ms. Barnaby. Saturday, I got the book for the Vietnam veterans 
to get all the rules and regulations of what you have to do. The 
President sent me a letter saying go to someone else for Bay Pines 
and they would represent me. But they are going to tell me right 
now» I make too much. 

Mr. BiURAKis. That should not matter, should it? 

Mr. Waxman. Well, what you are saving to us is an example of 
why we are here. The problems are that the people just are not 
covered. 

People talk about the Federal Government's taking care of every- 
body, that they are great to them and all that— but the reality is 
that lots of people are caught in the middle. We provide sometimes 
for the very poorest and we require people to impoverish them- 
selves before we will help. 

Ms. Barnaby. I would be on welfare if I quit work* 

Mr. Waxman. Yes. Thank you. 

Ms. Barnaby. But I hiave edso dealt with Dr. Pfeiffer and because 
my husband was too young they would not take him into the re- 
search program because the Government says you have to be 66 
years and older. So, I do not know where to turn. 

Mr. Waxman. Thank you very much for your testimony. 

Mr. Bilirakib. WUl you please step over and talk to Mr. Mackall, 
Ms. Bamaby. Thank you for bringing this to our attention. 

Mr. Waxman. Yes; sir. 

STATEMENT OF JOE KUTNER 

Mr. KuTNER. My name is Joe Kutner and my wife has Alzhei- 
mer's disease. As president of the Alzheimer's Disease Support 
Group of West Pasco, I testified last year at a similar heanng. I 
hope that my testimony and the testimony of others at that hear- 
ing laid a good foundation on which this testimony presented at 
this hearing can build to finally bring about a positive response 
from Congress to the critical needs of the Alzheimer's disease 
victim and the family. 

Since September 1984, my wife is a resident of a nursiiig home at 
a monthly cost of approximately $1,800 and paid for with our re- 
tirement savings. Eventually, we will have to apply for Medicaid to 
help to keep her in a nursing home. 

Let me pose a question. Suppose her income from Social Security 
was sUghtiy higher than Medicaid qualifications? With no fimds 
availwTe, what do we do? Think about the consequences. It is a 
problem faced 1^ many. We need an answer now. Thank you. 

Mr. BnjRAKis. Thank you, Joe. 
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STATEMENT BY PETER REUTER 

Mr. RBimcR. I appreciate this opportunity to speak today, Repre- 
sentatives Waxman and Bilirakis. I gave Mr. Bilirakis a written 
form that I would like to have included, including the extra arti- 
cles. I think they are very beneficial and should be in the record. 

Mr. Waxman. Without objection not only your statement but 
those additional articles will be in the record. 

Mr. Reutbr. Thank you. I come in the same line that Pat Imper- 
ato came here, that in the holistic movement where we use nutri- 
tion as a therapy, I beliwc all Alzheimer's could be prevented, if 
the individual still has, and can be able to do his personal needs 
and has some memory of recent activities, he would be able to be 
reversed and, at a minimum, stabilized at that point. 

But many of them would be able to become completely recovered 
with a good nutritional program. This knowledge is here. In these 
statements here is a wellness letter from the University of Califor- 
nia, Berkeley. They say again that prevention is the point and we 
do not need a medical miracle. All we have got to do is use the in- 
fonnation that is already available for our nutritional program. 

A m^*or problem is our researchers in the medical, agriculture 
and nutritionist field have not compared the food with animals or 
human beings in the raw state versus that same food in a cooked 
or processed state. 

Mr. Waxman. I want to thank you very much. Mr. Bilirakis gave 
me a copy of your article and we are going to put all of this in the 
record. Thank you very much. 

Mr. Reuter. C!orrection is the way you are going to reduce costs. 
You are never going to cut costs by letting these people degenerate. 
They can be stopped and maybe even reversed in many cases. But 
whether the cases that these people are talking about today— do 
not get me wrong— I am not going to reverse any of those people. 

[Testimony resumes on p. 385.] 

[The statement of Mr. Reuter follows:] 
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MMA you Pr«V«Ot ILLMIM, VOU PKOMU WILUIUS t 
•<^^^ J wW^<^^^i^^ i w^^^.iibai^l^llii^^<^rtiw^ 

Jaaiury 27* 1986 

Rap. HMiry A. Wmmii* GhainMn _ 
Houa« BMtyy & QommtQm subooonlttM on Health A Ths invironMnt 
St. Naxlift Chaptl 
Pala Harbor* Florida 

Doar Rap. VasoMn and C oilttaa oMidMrat 

OB Nay 1984 in thia ohapal Dr. J. Nail Uandaraon* Ph.D. praaantad 
tha taatiMony of Dr. Brio Pfaif^ar* M.D. to tha itouaa Salaet OoMdttaa 
on Aging, tha following paragraph ia a quota fron hia taatiaony. 

"Alihaiiiar*a Diaaaaa ia a davaatating diaordar. Xta cauaa ia not 
currantly known and no truly affaotiva traataant ia yat availabla. 'It 
ia a diaaaaa in whiob hrain ealla dia pranaturaly and prograaaivaly* 
eauaing prograaaiva Maory daolina and ganaral intallaotoal datarter- 
ation. It ia a vary variabla diaaaaa whoaa oouraa can ran fro« two to 
tvanty yaara aftar aywptova ara firat raoogniaad." 

xn tha opinion of tha Lifa Balancing cantar (tBC) ha ia daacritoing 
a daganarativa diaaaaa that ia oauaad by inadaqputa nutrianta raaehing 
tha brain to Maintain noraal function of tha brain, provida adaquata 
nutrianta in tha f oni of fraah ripa whola fooda and brain function will 
ba inprovad. vaatad intaraata hava pravan,.ad tha raaaart^ of fraah ripa 
whola fooda aa a ngtritional tharapy for Alahaiowr'a or any othar diaaaaa i 
xn fact aadioal* nutritional and agricultural aaqparta tall ua that tha 
nutritional valuaa of oookad food ia aindlar tc fraah. Vhia atataaant 
ia baaad on aiaaical analyaia only. Aniaal and huaan taata ara nacaaaary 
to dataraina tha nutritional banafita of fraah va. codkad and proccaaad 
fooda. 
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R«pt WMMn • 1* 27-86 ^ 

Nutritional Valua of 9qq B«st«rs Ooapsrwl with "r«r« rrssh Bggs" 
ia th« only university i«v«l rMsarc ' study oonparing « fr«sh vs. th« 
proo«sssd form of ths ssm food z hsv« bMn sbls to loosts* (oopy is 
sttsah«dO thm ohsmiosl anslysia tsbls indicstss s slight sdgs to th« 
•ggbostors boesuso nutriwit/f woro sddod to msko it s bottor product than 
fsm frssh sggs. Tho pioturos show ths grsst diffsrwieo in fiv* vs«ks of 
dovslopMMit on hrosst milk from ths nothor rst fod ogghsstsrs vs. tho 
brosst milk of farm frosh oggs. This is soisntific proof thst food 
prooossing destroys s largs psrosntags of tho nutrisnts thst aro in frash 
food* 

Tha most vidaly utilisad diat in tha USA ia oompoaad of moaUy 
cook«d and proeaaaad foods and ia tha primary 

cauaa of tha numaroua daganarativa diaaaaaa ao pravalant in tha USA today 
and bagina with low birth waight, birth dafaeta, and all othar daganaraUva 
diaaaaaa afflicting humana at varioua agaa* 

Wa ara craatad to liva a long haalthful Ufa without diaaaaai Our 
raaponaihility ia to fulfill our biological naada of tha 100 trillion 
calla in tha human body* 

Tha attacfaad articla, study adda to mounting avidanca that brain growa, 
davalopa on iato old. aga». aupporta tha LBC viawpoint, that brain function 
of Alahaimar patianta can ba improvad whan thay fulfill tha biological 
ma«Ja of thair brain and body by living a haalthful natural Ufaatyla. 
Tha LBC axparianea indicataa that it ia normal to axpaet tha body to haal 
.\taalf whan ita biological naad ara ftafiUadl 

Thia whola body (wheUatic) haalth improvamant progrM would 
banafit only tha Alahaimar patianta who atill ratain aoma racant m«ory 
capability, and can taka cara of thair paraonal naada without aaaiatanoa. 
At tha minimum tha loaa of mamory would ba atabilisad and many Alahaimar 
patianta will improva thair mamory and brain function capabiUtiaa. 
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It is not 



>MiiM« nor is it •oononioAlly sound and it dooo not 



bonofit Um AisbolMr pstionto to ooJly fund oMkULoal rosoaroh projooto for 
Alslioi«or*o diMAMi wboa pliyoioi«no thay do not Xnov tho ooum and 
know of no ouro for Alaboi«or*o diooMo« & awpooislly vhon • fow thousand 
wboliatio haaltli profaaaionala around tha oouatry and world Xnov that it 
ia pravantabia cad ravaraahla vithin tha abova atatad lialtatioiia. 
^♦^•rafora tha LlC raouaaia that H.B, 67 hm ■■andad to ineluda tha gollowina t 

Vtoat thraa of tha tan daaonatration pcograna ba daaignatad to 
thraa MXH approvad AlabaiMar aadieai raaaarch oantora to avaluato tha 
tharapautio affaot of thraa whoUatic haalth cara progrma auoh aat 

a. lha Nathan Pritikin prograa* P.O. Box 5335, santa Bazbara, CA 
93106. (PritiXan Prograai artida attaohad) 

b. Ok. Kaonath H. Ooppar. M.D., author Aarobioa book* Major USAP Nidieal 
Oorpa« Dallaa* Taxaa 

c. Ufa laXaneing Oantar - Haalthfal Natural Uving ouidalinaa prograM. 

Spaoifio inatsuotioaa freai tha lagialatora ara naoaaaary bacauaa tha 
Saoratary of BOS, dapartaanta of nxh and MX A will not approva granta to 
raaaareh wtooliatic haalth eara prograaa. 

lb obatxuet funding noa-Mdioal wtaoliatic haalth oara raaaaach ia 
a diaerlainatocy praotiea - doaa not provida at|ttal protaetion undar tha 
law. Madicara praaantly doaa not provida payMota for wholiatic pravantiva 
or tharapautio progriaa. Nby - whan thay ara aora affaetiva than aadieal 
eara and tha ooat ia lowar. ncaapla-tha LBC oharga for 10 waakly group 
aaatiaga ia 8200. and a thirty day liva-in prograa ia $4«000. 

Pravantion and raeovary of aarly ataga AlF^^^ i^ar'a diaaaaa will 
raduoa tha pain, auffariag and ooat to tha faaiUa-r of Alahaiaar patianta. 
Ilhia ahould ba tha priaary raaaon to support tha luggaatad anandaant to 
R.B. 67 praaantly bafora your cooalttaa. Thank you for oonaidarlng tha 
LBC raquaat to aaaad B.B. 67k 




.raotor* ULfa Balancing oantar 



Additional aupport artiolaa 
attaohad. 
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NuMtftnal Valiw tf In 
Cvmptrtil WHh **Pinn Pmh Kui*' 

Hm OouQod of roodi ucl NuMClor^* In « «Ut*. 
mtnt tfitltUd DM mkI Ommwy Htart bUrate." 
hM rteofiHiMiMM thai *In *ilik ottegoriv' i» b im- 
pQftaat to dMTMM lubiteBllanr Um Inun of 
NtufitMi ftt ud to low«r diolMtoral :oiir.40p> 
tknii* TIm food lodurtry bM ftUmpltd to prpvidi 
high-quality prottin food Item and for thU [M^ 
poit a Mw product, *Ba Boattn,' Scon 
umodttOid ai ft ohoUalMMM an Mbftltiitp. It 
eontaiiia aooofdlog to Iho labd ilalwncnt on (bo 
oaitoo *«gg wfalta, oorn od, nonfat dry nlU, wrol- 
iiUn (Mlafala ladtUn, mono and d^(l)^^«l1daa 
and propylaat glyool monnataafafo), oaDukiie «nd 
lanthan §amu trlaoditim and trtethy) dtratt, wti- 
Sdal ftivor, ahiabram lulfata, Irao phoaphatn, ar> 
tlldal color, thiamin. Htwaavtn and vitamin D." 
A oompariaon of tho mitrtcnti In 100 gm of Egg 
Beaton with the mitriaoli In 100 gm of "fann 
fmb agp' (Tabla i) Indioataa a Uit of mitilantt 
which ahould be aUc to mrct the growth roqufar** 
nanH of wMoUng rats.* 



In ordar to lot thia 
of ilx tactatlng fomala rata 
itraln), appnxdmataly 200 
S- to May^ pupa (&4 
wsrv lianafairad front 
(Pnrioa) to ailhar Egg 



hypodiaila, thraa groupa 
*i (Spragua Dawley 
i pn In wdght and thdr 
1 to &8 gm In walght) 
1 laboratory jiow 
, ihd aggi, or kipl 
. Tha fonilaa and 

thair young wwa hapt In 
which oootalnod ihradd«l I 
mataflal. Hm Utltn wore i 
pupa each; dit fomalaa ' 
walar nd UMiMi. For dia i 
ahdl cgp al a Una i 
Diliar, ISB fpu of calcium i 



I papor towili for Mfdng 
I raducad al fabth lo tlx 

I of ooBvcnIaooa; 100 
I cmchail Into a Hobart 



TABU I 

CoH»AMrat or NtmutNn m bs B«*mi9 m 
tmu. tm WrtM Nvntwrr aiqiiiMMtMn ot 
Ovowma Rats 



Nutrlffnu I 


lOOpnof 100 im 1 


Rniuimneni ol Craning 


Mi *mm 




lUl, % Oki* 


ffMtln 


11 ini 


ItJini 


ISJgm 


Pii 


113 ini 


11.4 im 


M|m 


CalQflM 


laoai 


100 


QEUt} TOfof ctdi III 
(414 lUil/lOOgM) 


Ca CM) 




Mi«| 


MOmi ' 


P (Mtf 


71 




wo-g 


Na (Mg) 


1SI«| 


ina« 


gOnia 


K <«0 




1M«I 


»-g 




1J«| 


U«| 


fgS«| 


CtiolWtwl (««) <Uiii| 






VluMin A (imin 


IJ90 


1,100 


a? Mg (mlnol/Ra) 


VluMln D (unto 


ii 


N 


111.1 (I.U./MO 


Thltnint (ng) 


.19 


.1 mu 


"«■« 


RltwAivin (mid 


v 






CMint Chloriik 






llJii^l/loOgm 


Ca Paninthmaie 




t ? mr 


JtfagMOO|m 


VKamln B. 






.71 mg/100 (at 


Vltimin Rm 




Ml MR 


MOMmii'lOOgM 


Biuln 


• 




J 1^/100 gM 



fivf twu Bdnoloa and Horad at >40 C until raady 
to diaw and faad Sli oartono of Egg Bcatan were 
tluwed. 85 gm of oaldum aoetata added and 
blended for two mimilao In a Hdbait mlnr. Both 
niiiturag ware Mored In a nfrlgiofatori poured Into 
4-os glaao laca and fed dally od AMfum. Hie oal< 
ofaim aoatftfea wao added fai onlai to mora adequate* 

ly < * 

fore 



RUULTI 

Dm pupo fooin the motfaeii fod Egg Bealan 
averafod 314 pn, and thoaa fod whole egg aver^ 
aged O&S gm In wdgbt at 3 woalw of age ag oom- 
parad to 70 gm for pupa foon thoaa fod labocnloiy 
choWt Beth the mo th e i a and pc^ fod Kgg Bealan 



Rtprtniml fnm PEDIATHKS, yoL53No.4 Aprtl 1974 
Att r1$hl» mtntd. 



ocmtlimad 



Editorig ^1 - TAU Balmolng Ctnttap (MO) 

Why is it that our laws and ragulationa do not raquixa all raflatd 
anA raoonatitutad foods to ba taattd la thla alfflpla-»ohaap aannar to da- 
tsxBlna howwtUthay support Ufa? Ihay ahould ba taatad la aooordanea 
to tho oookiag iastruotiona on tha paottga to got a trua nutsritioa aaawar. 

Tha ZAC oxporianoa indieatas raw food la aaaiar to digaatt abaorb* 
and ia natabollsod to a graatar axtant bj tha ealla thaa oookod food* 

Raw food haa its graataat lapaet during tha snbyro and daralopnont 
ataga of Ufa* It bonofita all agaat laaaona pain and oorraota to aoaa 
dagrao tha ohomloal Imbalaaoaa of oaeh oall. zha dagraa of iaproTviontt 
draaatio or minimal t daponda on tha biologloal atrangtha and waaknaaaaa 
of IndiTldual ealla and organs t eouplod with tha affort put forth to 
fulfill tha naada of tha biological proeaaaaa aalntslTiIng llfal 

It ia tho logislatora'rasponaibilitT to provido tho funds to do raw 
Ts, oook«d food tosts to proTido tho nutritional infoxBation^ao aaoh la- 
dlTldua? can maka an iatalligant dooision as to tha fooda thax Mutt to aat. 



378 



876 




1 hi (htU mm 00) m Uu 



■1 M ■■tn«i ■ il *»- * > . i. J 

MVWOpW OMffMS WimUl DM WMK) OOH nRI 

wink tfi did not divtlop dkrfhM. TIm pun 
M dM two •n Btalm win wMMd tt B wMb 
ol tfi. All ofteM M Bn BmIhi dl«l wldrfn 
tbna to fow wwki alfeic wnnlBg TIm MMnl 
•ppMiiM ol dM nb M Igg BMlm IsdtnM 
B ptM diAiltDsy Ib om Of BMNO ihiMIIomI fiolon 
M ooavtltd to dww M wholi on (Kg. 1). Ai 

IIm infaBtlt ImmI B iMldBBQJf to frfflPIHf OOBlod 1 

dM Ik BmIm*. dM MlflMdi wm WMbid t 
wm u DUO cwwyRX wi u uuD ■no onni 
pBptr toMk Hm wirttin movod mom oI dM 
hdr « wiB « dM la BMtm {lis. S). 



Nittte In 



■lo^i food Mmot In iIm bttmBa diet Vte^MdnofOi 
bett III Bwlin and Ml Bgii ■lo nibfMl»d to 
btti trMUMOl Md not wmwiwod In tht raw idlt. 
In Ihli itudjf. Ib^ Igg BoilMi tad iImO tfii wm M 
in dM raw Mt» to IndlonM wbedMr Igg Boateif 
Imi Iht iDttMUon of ftrm fmh tgp* tad to pft< 
chMk dM UN of Igg BMttn u ■ lubKlloto for 
igg ytXk In (nftnt Ming by ptdUtrMim who 




fcio fubidlutii Milx 1b llfb In ofdw to pftvtnl 
thi divilopoMnt of BdMvoMliiwIti Tbi rat pupi 
wm WMMd at 5 InMI of tht ofual 3 mtia 
la ofdir to prmrlda dM idyBntaji of ml nilk tap- 
pItowaMtai fof InHk Howowt It li ovldnft tbol 
M Mgi, wMob oooUla dM Upolropio-Udtn 
ogg yoDi^ fonlili oso of mb onlrillonBl faolon 
wbkb m Bbwnl to Igg Bw lw i. TlMrt wrtiHlonal 
futon BVB no dovbt pvBMBt In tho oonnon food 
HaoB wbleb oonnlfB dM dlit of buoMa aduHf 
and oould prebaUy bt addod to tho Igg Batten 
fonmdadoo. Kowtm. dMoa nulrlttoaa] f aolon may 
no^ ba pfnaot to ada^piatB a nw u at i foe fofanii fad 
nlUi and Igg Baalen laalaad of agg yoOc Irom a 
iofi boUad aggi Tbo Owtncfl ttataoMiit' nadar point 
3) ibodd ba oomldaw d i XSwa ba taban to aNiira 
that lha diataijr advloa givan doai aot ooaopronlaa 
dM totaka of aawotUI nutrianli.'' Thli atatamanl 
ihottld abo ba ooMldarad to dM quaat of food 
Itaim Iraa of oholaitani to dM dlab of Infanli. 

Mhna iMMAn Navidi, MS, 

ftm A. KtiM»aaow. Fb.D. 

IIm B uH Mlda i Baa atw h Laboraloiy 

UnhRMltxofintoota 

1. DM u>f -.MMfT iMKt mmm A CamM SMotmb. 

JAMA, ttiiiaiT. ivn. 

t. WafMr,K.a.nditww.L.IL,|r.iN«M^IUq«ira- 
MBto ti U b w i Mf kumtk, «d. 1. No. 10. WmIm 
kmm DA. NaHoMl AoMmy ol Mmm, im. 



W« wlA to irlanwli^i 0». a N. iMvft, IjIiHIIj 
«. n* PWtahnuM Ltbofitoriw. llnM liwdi. 
tt Amm», fUMfod, Cnmmntmit, Im tan 
I ol In iMtan (Codo NwalMr 3108)| Fort Wm% 
lor Ml Mp to Ibt foodl^ M Or. P. V. MmmIm.' far 
hw MpM iwittoMi Md dM klo Mki IlM WmmUm 
lor hmk ibt pnvldod far Mpport ol TIm IN— iUw Ro> 



- Lift Bftltnolng Otnttr* 
Iao« - non-profit 
1990 Sandra fir. 
Olaarjiator, n 
(813) 447-6305 
Potor RautoT;* filrootor 



Aftar raaOlBg irof »Ta%idl*a rapert ia thara any wottdar« wfcy ao 
■Biqr poopla art alok witli dagaiMifttiTa diaaaaaa? 
Join a LBO Haalthfol l^toral Living GXaaa to Look - ThinV and 
f aal Tome Loniar I Vhaa 100 PrarantOia^laaaf Ton Prawta Qood Baalth I 
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HATUMI. rOOD « rNUUNO - JAMUMtY 1986 IS 

Progress On The Pritikin Program 
-Update & Report- 



Aceofdint to Um Am«ricia 
HMurt AiMdatloa **4S.6 mUUon 
AmerleaM hivt ocM or mora 
foiiiM of hoifft Of blood voomI 
dfaoMOi** Ovor 10 ailUoo m of- 
fliclid with dtaboton In 1084, 
208,000 poopto hid bypaw 
fMy. L«t yMT laO J MOon WM 
■pwft oa tho trartaiBt of tbott 

WbftiMBbodMttoilltvMotiM 
fH^m tnOm km mmdtHad with 
difMMnlivo diNMOo ond lowor 
tho Mttoa*! oMfbttttM bothh bOl 
now dtaiMaf pMl 1400 bOlM 
Hm loil of my pcMtnldttoa bora 
today U to dMcrib* what wf think 
lo tho noot boaMlkorita aad 
oootittdoMl tohitioo to thk 
pfoWon, which wo hovo boon 
udac for tho loot afaM yowo Itt our 
Looftvtty CoBtifO. 

In our prograa* aloBf wHh BOd- 
•nto OBtflrfoo^ wo rodtwo tho fitiD 
tho diot from tho ovonfo AsMTi- 
ooa fartako or 40% or ealorloi to 
10%, tod choUftMol Intaka from 
about 400 m| por d^rto 100 m|or 
koo - Id both oatoo obovt ono- 
ipiaftor 00 much at tho avango 
Amorkaa oata. 

Thooo footiletlona ara not aa 01- 
trama aa thay might aaom. Dr. 
wnUam Coaaor, at tha Univanlly 
of OrogoB aad a paaol mambar of 
tho NatioQal Hoaft» Luag. Blood 
laMitaU, raflmamowda that Ib 
itubbon coiao of high blood 
cholootorol OBO ohould go to a 6* 
7% fiit^aloiio diot if Bocoaaaiy. 

Ib Docombor 19S4, tho Hoait 
iBitltuU mada raeommandatlona 



whioh moirod Ib our dlrtotloa, but 
wo think not noarly br onouglL 
Phot, thoy annouBftod that tha 
Mood eholoatarol of iBoat Amori- 
oiaoliuadoalfablyhlghaaaraouH 
of dw high latako of awat and 
daily produotn 8oooBd» ovoiy 
AmoflooB o^vor tho aga of two^ 
whothor wall or tUk fnm boart 
dlaaaaai ihouM mako a lifMma 
ohangoofdio^raduoiBgtholBtaka 
of total fit from tho oomirt US 
avongo of 40% oaloiloa to 30% 
and dmloiloffol from 600 mig^day 
to not Ofvor 300 mg^doy. TUrd* 
dnifi ihould bo noodoBly ai afart 
fuoft to lowor blood oboloitaioL 
Vdoith, dnifi ohoold not bo ghroB 
ualioa aoooamaBlad by a itrict 
low faA diot ooBl^BlBg, if Bood bo, 
aa Httlo aa 20% of oaloriaa from 
ftrt naaOy. tho goal for AaMrieoaa 
•honid bo tholr Batloaal avorago 
taiaka of 20% of calortoo from fbt 

But what haa this 4lftaiy rt* 
ooBMBo n da t lo ti a c oomp M ahod Ib 
tho paMir Tho Hoart IvtilBto'a 
1933 $114 bOUoB MRFIT gov- 
tramOBtitttdy OMd30% fitaada 
ttnltof 300 mgof eholootorolpor 
doy. but thoTi waaao dIffaioBoa to 
risk of hoart djaoaia or doath 
b a t woo u tho aiparimoatal peup 
iad tho ooatrol paupi 

How dooo tho Prttflda Piopram 
eompara with thkff la ooo BMBth 
oa our dIot of 10% fii-calorioa, 
paiti ci paato ai^oriaBOo aa ava^ 
aga blood flhulootomi drop of 
26%.AeeordlagtothoHooftlntti« 
tuta*a nila tha( for tiroiy 1% drop 
In blood cholootorol tharo la a 2% 



drop in hoart diMaao risk, thia 
ImUlaica to a 00% reduction in 
tho riak of hooft diaaaoa. Unlika 
drug therapy, no tlda alTocto ara 
asporioBcad oa our pcogya m i Uo> 
lika a mild fat raatriction from 40 
to 30%, our rattrletioB to 10% fat 
caa alao achlavo o bkwd cboloo* 
tmal lovol of 160 mg% wMch, 
aeaordbig to tho Pramlngham 
ttudy atatiatka, afanoat alimlnataa 
tho riak of eardlovaacolar diaaaia. 

Anybody can qo on thlo diot 
wHhovt tho iopanrlaioa of a doc- 
tofv aad wo muttaaly praacribo it 
to avotyono who oomaa to tho 
Pritikta UmgavHy Caotar. Thno 
to fiva yaara aftar laaviag tha Can- 
lar wo 000 aa 80% oompUanea rato 
amoAg thoao who havo hoart dl- 
■aaoi. dtabataa. or hypoctaniion. 
rbr baalthy iadhriduak ovar 00% 
comply with tho prograaL 

Ovor 20,000 poopio la tho pact 
taa yaan hava takaa our 13-dior or 
26-dBy ttva*ia program of iaitrue* 
tioatodlotaBdaiareiaa.Wa found 
that wo caa greatly dacraaaa all 
qmptoau of heart dieoooo in* 
dudiag oagiaa. In a fhro>yaar 
foUowMip itady of patlonto with 
cardtovMctthur diaaaoa and a 
noommeadatloa from thair pei^ 
eoaal pkiyaloiaa for bypasa eur* 
gaty, 80% of thoaa pattonU avoid* 
ed ^ opor a tto a - a eaviag p^ 
taatlat of over $3 bilUoa doUan 
akm,(Fo9kr0l), 80%of paroono 
with hypartanehm aeUavo normal 
blood proaeure and no longer need 
to taka diugi. The Heart IneUtoto 
ie now reoommandlng drag tnet* 
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mtnt for Kyp«rt«iukm which 
could com M much m $20 '>: Uion 
«ttt iMct hftU of which our rcgkMO 
would Mvo. (I'otutr #2> Wt ukc 
wcU over half of all adult-OMct 
diabetica pcrnMiwaUy off Inaulln 
and oral diabetic dniga. 
172 billion ia ipMit on heart 
diataaa and I19.H bUUon on 
diabfltai tvory ytar. If 80% oTlha 
heart and dlabtUc popylaiion 
foUowad the PHtiUn Program, 
which our cornUanca dau for 
thaea indhriduala indlcatoa ia 
highly poaaible, IM billion might 
be Mvad. U oniy 10% of them 
followed the Program, we would 
itiU iee ao annual Mving of $6.6 
btJion. 

'llManonMiua coat of cancer MB 
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Mr. Waxman. Thank you very much. 
Now for our last person. 

STATEMENT OF KEN RHODES 

Mr. Rhodes. Thank you very much. I am Ken Rhodes, a native of 
Florida and a resident taxpayer of Palm Harbor. I want to speak 
for the people who have had a serious reduction in their qualitv of 
life because of memory problems, but do not have Alzheimer s. I 
have a couple in my family and I will tell you that it is terrible 
because there is no place to turn. 

Dr. Pfe^er, I believe, has gone but I have been in touch with the 
Suncoast Gerontology Center, I have been to Shands Hospital, Uni- 
versity of Florida, write to the National CounciJ on A^g, write 
the American Association of Retired People. Mr. Waxman, you sev- 
eral times have mentioned a center of knowledge, but these places 
send you back an inch and a half of paper and you can write to 
them. 

All these articles that are copied out of journals and so forth, 
there ia no positive action. Meanwhile, there is no place— you 
cannot go to the Suncoast Gerontology Center and get an answer. 

You can go through their program. They have very few doctors. 
They concentrate on the psychology and you can go through their 
program, pay their fee, get their test and when you get through 
they will tell you the results of their tests. 

They will not tell you what one can do. Is it possible to improve 
your quality of life? Can you do this? Can you do that? Can you do 
the other? 

What we are faced with is something not nearly as spectacular 
as Alzheimer's where you need this warehousing for long-term 
care. You have these people where you are faced with 5 years, 10 
years down the road of saying, oh— if only I had— think of all the 
good years they could have had. 

But now they do not function. It could be depression. It could be 
diet. It could be the 30 pills that various doctors have given them 
to take every day. But nowhere can one go and find — come take 
our test, come to this center, we will put you through it and we 
will tell you what you may do to improve the situation or at the 
limits of knowledge today, there is nothing you can do. See, there 
just is no way. 

Mr. Waxman. So, you do not know whether it is the limits of 
knowledge or whether somebody has this information and you just 
do not know how to get access to it? 

Mr. Rhodes. Exactly right. Several of the people that have testi- 
fied today, that when their loved ones actually wound up having 
Alzheimer's, but they told you of the long, tedious yeai — ^way over 
a year — you go to this doctor, you go to that doctor 

There is no way to start out intelligently and say, I am going to 
find out the answer. What is the way to go? There must be 100 of 
these people for every one with Alzheimer's. If a center of knowl- 
edge and I mean truly, you could identify someone, some group in 
the State of Florida where we could go, doctors could be certified, 
doctor groups could be certified. 
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Mr. Waxman. One of the things we have tried to do is— we have 
jurisdiction over the National Institutes of Health— we have tried 
to push them or some of the people there who do research to get 
more application of that work so it would be beneficial to people 
right away. 

Second, where there is prevention, we want them to let people 
know how to prevent the problems if we can. This is another prob- 
lem you are raising that I think we will need to discuss with them 
because people are nungry for information. 

When you have a fcunily member and you are trying to find out 
what is happening, you ought to be able at least to get— if not an 
answer from your local people who may not know the state of the 
art in research— at least they should be able to contact the Nation- 
al Institutes of Health and find out what the state of the art is, 
what the latest knowledge is so that it can be available. Thank you 
very much. 

Mr. Rhodes. It will not help for them to send back all the arti- 
cles that have been written on the subject. 

Mr. Waxman. That may be all they have. Thank you all very 
much. This has been an excellent hearing. I thought we had fin- 
ished but apparently— we are going to have to conclude— a short 
one and then we are going to have to conclude. 

STATEMENT BY FRED RITZ 

Mr. RiTZ. Let me get this in here, an excerpt from the St. Peters- 
burg Times of Saturday, January 25. My name is Fred Ritz, like 
Ritz crackers. I belong to the West Pasco Support Group. My wife 
has Alzheimer's. 

The head of an insurance industry trade association said Friday 
that his group will oppose any Reagan administration effort to 
expand Medicare to cover catastrophic illnesses. He called it a 
direct slap in the face of the American private insurance industry. 

Jack O Day, head of the Insurance Economic Society, said in a 
news conference that the plan drafted by Health and Human Serv- 
ices Secretary Otis R. Bowen is curiously contradictory to the ad- 
ministration's own free market philosophy. 

By various estimates, between 65 percent and 75 percent of Medi- 
care recipients now buy soncalled Medigap insurance policies to 
cover hospital expenses not covered by Medicare. But Secretary 
Bowen has argued that Medicare beneficiaries bujang Medigap 
policies get relatively little coverage for a substantial premium. 
Thank you, sir. 

Mr. BiURAKis. Thank you. 

[The article referred to by Mr. Ritz follows:] 

[Prom the St PMenburg Times, Jan. 26. 1986] 

Update— Insurance OmciAL Opposes Catastrophic Medicare Coverage 

The head of an insurance industry trade association said Friday that his group 
will oppose any Reagan administration effort to expand Medicare to cover cata- 
strophic illness. He cidled it ''a direct slap in the face to America's private insur- 
ance industry." Jack O'Day, head of the Insurance Economics Society, said at a 
news conference that the plan drafted by Health and Human Services Secretary 
Otis R. Bowen "is curiously contradictory to the administration's own free-market 
philosophy." By various estimates, between 65 percent and 75 percent of Medicare 
recipients now buy Bo<alled Medigap insurance policies to cover hospital expenses 
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not covered by Medicare. But Bowen has argued that Medicare beneficiaries buying 
Medigap policies get relatively little coverage for a substantial premium. 

Mr. Waxman. Let me make one comment to you in conclusion. 
When we get that proposal from the President of the United 
States— and I am anxiously looking forward to it— we are going to 
have hearings. 

I am going to try to move forward on catastrophic care and we 
will be ^ad to hear from the insurance industry and others. That 
is our job. We will see what we can do about getting legislation. 
Thank you all very much for attending. 
[Whereupon, at 12:35 p.m., the subcommittee was adjourned.] 
[The following statement was submitted for the record:] 
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MRS. JOHN ASHCROFT 



"The Comprehensive Alzheimer's Assistance, Research 
and Education Act of 1985** 



Submitted for the 
Health Subcommittee of the U.S. House of Representatives 
Committee on Energy and Commerce 

THANK YOU, CHAIRMAN WAXMAK, FOR THE OPPORTUNITY TO TESTIFY 
IN SUPPORT OF H.R. 2280, *'THE COMPREHENSIVE ALZHEIMER'S 
ASSISTANCE. RESEARCH AND EDUCATION ACT OF 1985.** IT IS AN HONOR 
FOR ME TO LEND MY SUPPORT TO THIS IMPORTANT INITIATIVE SPONSORED 
BY, AMONG OTHER CONCERNED MEMBEPS OF CONGRESS » CONGRESSMEN CLAY 
AND SKELTON FROM MISSOURI. 

AS FIRST LADY OF MISSOURI, I HAVE DECIDED TO LAUNCH A SERIES 
OF EFFORTS TO HELP ENHANCE THE QUALITY OF LIFE FOR OLDER 
MISSOURIANS, INCREASE PUBLIC AWARENESS OF THEIR PROBLEMS, AND IN 
PARTICULAR, PROMOTE A BETTER UNDERSTANDING OF THE EFFECTS OF 
ALZHEIMER'S DISEASE. 

AS PART OF MY EFFORTS TO PROMOTE THE CAUSE OF THE ELDERI.Y IN 
OUR STATE, I HAVE AGREED TO SERVE AS THE STATEWIDE LIAISON TO THE 
ALZHEIMER'S DISEASE AND RELATED DISORDERS ASSOCIATION FOR 
MISSOURI. I AM CONVINCED THAT THE EMOTIONAL AND FINANCIAL BURDEN 
THAT ALZHEIMER'S DISEASE PLACES ON OUR AFFECTED CITIZENS, THEIR 
FAMILIES AND THE STATE OF MISSOURI MUST BE BROUGHT TO THE 
FOREFRONT IMMEDIATELY. 

AS STATE LIAISON, I BELIEVE THIS LEGISLATION WOULD HAVE A 
SIGNIFICANT, POSITIVE IMPACT AT THE STATE AND LOCAL LEVELS. IT 
MAKES AVAIl^BLE THE RESOURCES NECESSARY TO IMPROVE THE 
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COORDINATION OF ALZHEIMER'S INITIATIVES WITHIN OUR STATE. IT 
ALSO PROMOTES POLICY CHANGES WHICH WOULD BENEFIT VICTIMS AND 
FAMILY MEMBERS OF ALZHEIMER'S DISEASE. 

OVER TWO MILLION AMERICANS ARE AFFLICTED WITH THIS TERRIBLE 
DISEASE — WHICH HAS BECOME THE FOURTH LEADING CAUSE OF DEATH 
AMONG THE ELDERLY. IN MISSOURI, ESTIMATES ARE THAT 61,980 OF OUR 
OLDER ADULTS ARE VICTIMS OF ALZHEIMER'S. I AM PERSONALLY 
FAMILIAR WITH THE PAIN AND SORROW CAUSED BY THIS DISEASE, AS IT 
CLAIMED MY FATHER'S LIFE IN 1985. 

NOT ONLY IS ALZHEIMER'S PHYSICAIXY AND EMOTIONALLY DRAINING 
TO VICTIMS AND CAREGIVERS, IT IS FINANCIALLY DEVASTATING. 
ESTIMATES ARE THAT 50Z OF ALL NURSING HOME ADMISSIONS ARE DUE TO 
ALZHEIMER'S OR A RELATED DEMENTIA. THIS WOULD RESULT IN A COST 
TO THE STATE OF MISSOURI OF OVER $100,000,000 ANNUALLY IN 
MEDICA i PAYMENTS ALONE, IN ADDITION TO THE MILLIONS OF DOLLARS 
SPENT BY PRIVATE PAY AND MEDICARE PATIENTS. DESPITE GENERAL 
PUBLIC PERCEPTION, THIS DISEASE IS NOT A NORMAL CONSEQUENCE OF 
THE AGING PROCESS. IN MY ROLE AS LIAISON, I HOPE TO ENCOURAGE 
LOCAL AND STATEWIDE FUND RAISING PROGRAMS WHICH WILL ASSIST THE 
NATIONWIDE SEARCH FOR A CURE. UNTIL SUCH TIME THAT A CURE IS 
FOUND, I AM WORKING TO SUPPORT, EXPAND AND COORDINATE THE FAMILY 
SUPPORT GROUPS THAT ARE NECESSARY TO HELP EACH OF US DEAL WITH 
THIS DISEASE. 

I AM ALSO COMMITTED TO ENSURING A CONSISTENT DIRECTION FOR 
ALZHEIMER'S EFFORTS IN MISSOURI. TOO OFTEN, A VARIETY OF 
OHGANIZATIONS ENDORSE AN ISSUE, AND — ALTHOUGH DEDICATED TO THE 
PROBLEM AND ITS SOLUTION — WORK IN DIVERSE DIRECTIONS. AS 
LUISON, I HAVE FOCUSED MY ENERGIES ON THE COORDINATION OF FAMILY 
SUPPORT GROUPS. THIS CONCEPT IS EMBODIED IN H.R. 2280. 

A STRONG SUPPORT CROUP NETWORK HAS THE ADDED BENEFIT OF 
PROVIDING A RURAL EMPHASIS. OUR RURAL ELDERI-Y ARE OFTEN 
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FOCUSED ON MEDICAL RESEARCH, THE ROLE OF FAMILY MEMBERS AND THE 
NEED FOR SUPPORT GROUPS. 

MISSOURI REPRESENTATIVES FRANCIS BRADY AND CAROLE ROPER PARK 
HAVE PROPOSED LEGISLATION TO THE MISSOURI GENERAL ASSEMBLY TO 
ESTABLISH A STATEWIDE ALZHEIMER'S TASK FORCE. THIS TASK FORCE 
WOULD REVIEW AND EVALUATE THE PROGRAMS SERVICING ALZHEIMER'S 
PATIENTS AND THEIR FAMILIES, WHILE PROVIDING GUIDANCE FOR A MORE 
COMPREHENSIVE AND EFFECTIVE METHOD OF SERVICE DELIVERY THROUGHOUT 
THE STATE. THIS CONCEPT IS A MAJOR COMPONENT OF THE PROPOSED 
"ALZHEIMER'S ACT OF 1985," AND OUR TASK FORCE WOULD BE CONSISTENT 
WITH THE APPROACH SUGGESTED AT THE NATIONAL LEVEL. 

MISSOURI IS A NATIONAL LEADER IN THE FIELD OF ALZHEIMER'S 
RESEARCH. WE HAVE EXCELLENT MEDICAL, PROFESSIONAL AND VOLUNTEER 
GROUPS WORKING TOWARD A CURE, AND I HOPE TO HELP BRING THESE 
GROUPS TOGETHER IN A UNITED EFFORT TO OVERCOME THIS DISEASE. 

EXTENSIVE RESEARCH IS BEING CONDUCTED AT WASHINGTON 
UNIVERSITY AND ST. LOUIS UNIVERSITY, BOTH IN ST. LOUIS, MISSOURI. 
DR. LEONARD BERG'S "MEMORY AND AGING PROJECT" AT THE WASHINGTON 
UNIVERSITY SCHOOL OF MEDICINE IS A NATIONALLY NOTED RESEARCH 
STUDY. LAST OCTOBER, HIS PROJECT WAS CHOSEN AS ONE OF FIVE NEWI.Y 
DESIGNATED ALZHEIMER'S DISEASE RESEARCH CENTERS IN THE COUNTRY. 

MISSOURI WILL HOST ITS FOURTH ANNUAL "CONFERENCE ON , 
ALZHEIMER'S AND OTHER DEMENTIA" IN APRIL, 1986. THIS CONFERENCE 
IS DESIGNED TO ADDRESS THE COGNITIVE — AS WELL AS THE AFFECTIVE 
AND BEHAVIORAL DOMAINS — RELEVANT TO THE MANAGEMENT OF 
ALZHEIMER'S PATIENTS. 

RECENTI.Y, CHANGES WERE MADE IN MISSOURI'S INNOVATIVE OLDER ' 
VOLUNTEER SERVICE BANK PROGRAM WHICH PROVIDES FUTURE CREDIT TO 
CAREGIVERS FOR RESPITE PROVIDED TO NEEDY SENIOR CITIZENS — TO 
GIVE 1% HOUR CREDIT FOR EVERY HOUR OF RESPITE CARE GIVEN TO 
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ALZHEIMER'S PATIENTS. WE RECOGNIZE THE IMPOPTANCE OF RESPITE 
CARE FOR ALZHEIMER'S VICTIMS, AND I COMMEND THE SPECIAL MENTION 
OF THIS ASPECT OF CAREGIVING IN THE ALZHblMER'S ACT OF 1985. 

WE WILL CONTINUE THE BATTLE AGAINST ALZHEIMER'S DISEASE IN 
MISSOURI. THE "COMPREHENSIVE ALZHEIMER'S ASSISTANCE, RESEARCH AND 
EDUCATION ACT OF 1985" WOULD BE BENEFICIAL TO OUR EFFORTS IN TWO 
WAYS: IT WOULD ENHANCE THE GROWING RECOGNITION AND ACCEPTANCE OF 
ALZHEIMER'S DISEASE AS A NATIONAL CONCERN; AND TT WOULD PROVIDE 
RESOURCES AT THE STATE LEVET- TO EXPAND THE NETWORK OF FAMILY 
SUPPORT GROUPS. 

I THANK THE COMMITTEE FOR ALLOWING ME TO TESTIFY ON H.R. 
2280. ON BEHALF OF 61,980 MISSOURXANS, I ENCOURAGE YOUR 
FAVORABLE CONSIDERATION OF THIS BILL. 



